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Chapter One.  Introduction 
 

For more than a decade the relationship between economic globalization and social 
models and practices in industrialized countries has been among the most studied issues in 
political economy, yielding a sense that this is also one of the best understood. Yet, as this 
dissertation will show, we still have much to learn about how continuing and deepening 
economic integration challenges national political autonomy and institutions in both the 
industrialized and developing worlds. 

While early, popular-press entrants to the debate mainly emphasized detrimental 
effects of economic globalization for organized labor, subsequent empirical and theoretical 
contributions have painted very different portraits of how globalization affects labor. Some 
careful political economy research lends credence to ‘globaphobia’ by emphasizing that 
economic openness undermines labor organization and prerogatives -- generally by eroding 
the market power of, especially, less-mobile and -skilled workers and their organizations 
relative to footloose capital and employers. But other political economists emphasize just 
the opposite, that globalization offers opportunities to strengthen workers’ representation 
in at least some settings -- such as through comparative institutional advantage where 
organized labor institution and social partnership provide productivity benefits and labor 
peace that improve competitiveness. Most prevalent among comparative political 
economists, finally, are those that emphasize that economic globalization basically does 
not much matter for industrial relations because its effects are by far outweighed by 
domestic political (e.g., institutions) or economic conditions (e.g., factor-biased 
technological innovation). Attention to possible mediating conditions that might adjudicate 

this controversy, meanwhile, has only just begun, where the focus is primarily on how 
domestic labor-market institutions such as wage-bargaining arrangements mediate whether 
openness undermines or strengthens organized labor, increases or decreases wage 
inequality and strike activity. All sides to this debate back up their claims with 

theoretically-informed arguments and empirical evidence, both qualitative and quantitative. 
Yet the debate remains oversimplified and incomplete as all perspectives overlook 

very basic features of the relationship between economic globalization and industrial 
relations. First, the debate tends to ignore important faces of openness. Most existing 
empirical work focuses on the relationship between trade, foreign direct investment (FDI) 
or financial flows, and labor bargaining or organizational and institutional outcomes, 
thereby discounting how threats of exit and competition may affect industrial relations, 
and ignoring the interplay of globalization-inspired exit and voice in industrial relations. 
And most analyses focus on aggregate conceptions of trade and FDI, thereby neglecting 
sources of economic insecurity and dislocation rooted in other manifestations of 
international competition such as comparative (dis-)advantage, and overlooking more 
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disaggregated globalization measures (i.e., below the industry-level) that provide more 
detailed and fine-grained analysis of the politics connecting globalization and organized 
labor. 

Second, for all we have learned about whether and under what conditions 
globalization might constrain, spur or leave-unscathed organized labor, we still know 
remarkably little on how different faces of economic globalization (trade and FDI but also 
threats of exit and competition) might have varying effects for different components of 
industrial relations and levels of labor organization. For instance, we know little about how 

globalization affects works council as opposed to labor union gains or form, even though 
works councils are central to setting the terms of work in many industrialized countries. 

Third, existing scholarship tends to study direct connections between economic 
openness and labor outcomes. This overlooks how globalization might matter for labor 

indirectly by way of how employers deal with each other -- that is, the interactions between 
different fractions of employers within employers’ organizations. 

Finally, most research trying to systematically analyze the effects of different faces 
of economic globalization focuses on the advanced industrialized countries. Yet applying 
the debate to the developing world could not only enhance our knowledge of economic 
globalization and industrial relations there but also in the industrialized world, given how 
the less entrenched labor organizations prevailing in many developing countries often 
experience change related to globalization earlier, swifter or deeper. 

The primary purpose of this thesis, thus, is to get at a better understanding of the 
consequences of globalization for industrial relations by probing deeper into precisely 
these dimensions and mechanisms of globalization to have hitherto received scant 
attention. And the evidence is increasingly supporting the view that the debate is no longer 
on the causal effects of openness on industrial relations (i.e., whether globalization matters 
at all), but rather on the magnitude and direction of these effects for different components 

of industrial relations and levels of labor organization. The present contribution to this 
ongoing debate also hopes to broaden the public discussion on the consequences of 
globalization for organized labor and ultimately to draw some lessons regarding the 
appropriate policy responses to globalization. 

The debate over economic globalization and domestic politics is of great political 
significance. The ‘compromise of embedded liberalism’ (Ruggie, 1982), which came to 
characterize the roughly three decades after World War II in the industrialized world, was 

premised upon cushioning in a socially acceptable way the social costs associated with 
multilateral openness. In most continental European countries this gave rise to a distinctive 
kind of capitalist economy, which, for observers to whom greater economic equality is 
desirable, was more humane because it combined strong economic performance and low 

inequality of incomes and living standards. This more social model of capitalism often 
dovetailed with ideas of industrial democracy, such as far-reaching employee participation 
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rights in the management of companies. To understand the survival or transformation of 
these social models is thus important for understanding the future of a certain idea of 
solidarity that has long been the hallmark of the social democratic tradition. What is at 
stake ultimately are democratic politics and national self-determination, that is, whether 
and under what conditions decisions affecting a polity are made by those that are directly 
affected by them. 

This debate is also of great relevance for the question of the sustainability of global 
economic openness. Economic openness has long been legitimized by welfare 

provisions�especially in institutional settings marked by strong unions and employers’ 
associations�aimed at compensating economic insecurity and dislocation associated with 
globalization (Ruggie 1982; Katzenstein 1985). But there is growing concern that 
governments and the social partners find it increasingly difficult to compensate effectively 

globalization losers. Indeed, the demands for protectionism have gained momentum in 
industrialized countries in recent years, suggesting that the risk of backlash against 
globalization is real. In the US, concerns with jobs-outsourcing to low-wage countries 
featured very prominently among the Democrats’ Kerry-Edwards ticket during the 2004 
presidential campaign, among many signs of protectionism inspiring Edward Lazear, 
chairman of the Council of Economic Advisers, to say that economic protectionism is the 
current biggest threat to the American economy (Handelsblatt, 2004e, 2006b). Likewise in 
France, Germany and the UK, foreign outsourcing against the backdrop of the Eastern EU-
enlargement has put globalization high on the political agenda (Handelsblatt, 2004b,h; Le 
Monde, 2005). A globalization backlash would result in declining aggregate world welfare, 
a scenario in which capital and labor in both industrialized and developing countries would 
be losers. To the extent that labor conditions constitute and industrial relations help 
underlie the policies and practices that legitimate openness, therefore, the stakes involved 
in understanding how globalization influences industrial relations are high. 

In short, to understand the future of more social models of capitalism and of 
continued support for international economic openness, we need to understand the extent 
to which economic globalization is the source of the contemporary challenges to social 
models and practices, and whether deeper economic integration undermines democratic 
politics, rendering national economic management and redistribution politics nearly 
impossible. There continues to be, of course, a great deal of rhetoric surrounding industrial 
relations suggesting that the pressures of economic globalization are real. In Brazil, where 

the different trade unions have united in a campaign for the reduction of the working week 
from 44 to 40 hours without wage cuts, the Minister of Labor and Employment R. Berzoini 
asked for an impact study on the competitiveness of Brazilian industry out of fear that the 
increase in production costs may lead to losses in market share and employment (Jornal da 

Força, 2004). In Germany, the federal government has been fighting union opposition to 
cut unemployment benefits and relax employment protection regulations as part of the 
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reform package Agenda 2010 aimed at boosting competitiveness and ‘modernizing’ the 
German social system. Furthermore, based mainly on cost considerations, German 
employers have started an aggressive campaign against the parity representation of 
employees and shareholders in the supervisory boards of large firms, thereby questioning 
one of the two plant-level channels of institutionalized cooperation between labor and 
capital. But frequent and general reference to international competition does not suffice to 
convince us that there is a globalization story to tell. More careful analysis of the subtle 
versions of that story is necessary to separate genuine political economic forces from 

rhetoric. 
Careful analysis must not only look beyond rhetoric but take seriously the multi-

faceted changes industrial relations face in recent decades -- not only globalization. Trade 
unions remain the principal institution of workers in capitalist societies, despite the fact 

that the environment in which they evolve has dramatically changed over the last few 
decades. Product and financial market integration, skilled-biased technological change, de-
industrialization, service sector development, changing forms of work, the rise of 
individualization, and post-materialist values have all, to different degrees, posed major 
challenges to national labor movements. Moreover, governments have increasingly 
distanced themselves from unions as their respective interests have been diverging. In 
Europe, the essentially liberalizing nature of the European integration project has gradually 
robbed national governments of a range of economic policy tools, thereby seriously 
curtailing their ability to shore up unions. For instance, fiscal consolidation under the 
Stability and Growth Pact has virtually excluded rewarding union cooperation with 
increases in public spending. And electoral considerations have made governments more 
dependent on union wage moderation and other labor market policies that improve 
international competitiveness because such measures represent the main short-term 
guarantee against even higher unemployment. Electoral reasons also account for a growing 

schism between labor unions and social democratic parties as declining unions are less able 
to mobilize voters to win elections (Piazza, 2001). 

Cognizant of the many forces at play, this thesis analyses the impact of economic 
globalization on industrial relations by focusing on development of industrial relations in 
Germany and Brazil. It focuses on bargaining outcomes and practices involving the social 
partners, but excludes electoral and legislative politics. The general, overarching claim is 
that consideration of ‘hidden’ faces of economic globalization suggests a strong 

relationship of constraint between globalization and industrial relations, stronger that what 
comparativists often suggest, and different than what international political economists 
often reason, but also that the effects are similar across the developed and developing 
worlds. Chapter Two develops an overview of the various claims, in light of the 

shortcomings of existing scholarship into globalization and industrial relations. The 
remaining chapters, then, lay out in historical detail the six distinct hidden politics of 
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globalization as pertains to industrial relations. Let us now pre-view each as they played 
out in the German and Brazilian cases. 

Chapter Three examines the relationship between international economic openness 
and works council bargaining. Based on the study of recent plant-level bargaining on a 
range of non-wage features of the labor contract in nine German and two Brazilian 
factories belonging to different branches of the metal industry that vary in levels of 
globalization flows (exit via trade and FDI, or ‘bite’) and threats (employers voicing 
threats of import competition and production relocation, or ‘bark’), the main conclusion is 

that greater trade and, especially, FDI flows and openness tend to trigger deeper 
concessions in works-council bargaining, net of differences in employment, technology, 
skill-level of employment, and unionization rate. The study also shows that increased 
domestic between-plant competition for investment fosters concession bargaining, but 

contends that such relationship is mostly spurious since triggered by heightened 
international competition. Finally, the study suggests how ‘biting’ and ‘barking’ interact, 
where past biting strengthens the credibility of employer barking, and where barking may 
be loudest when there is doubt about future bite. 

Chapter Four investigates whether and how economic openness affects the wage 
bargaining strategy of trade unions and wages. Based on qualitative analysis of the most 
recent thirty years of wage bargaining in the German metal industry, the main finding 
regarding union wage bargaining strategy is that IG Metall has not, or only very 
marginally, moderated its wage policy as a direct response to deepening globalization. 
Here ‘purchasing power’ economic idea of IG Metall mediates the extent to which various 
manifestations of economic globalization reduce union militancy. Despite IG Metall’s 
dismissiveness about endorsing a strategy of competitive wage moderation, however, the 
study shows that change in the comparative advantage position of industry is associated 
with movements in real wage increments, especially in the 1990s. In line with such 

argument, the textile industry suggests that unions in sectors with a comparative 
disadvantage are more likely to be willing to offer wage concessions to save jobs. Further, 
higher globalization levels, ceteris paribus, increase wage restraint. To illustrate, while the 
chemicals and metal industries show comparative advantage of similar order, the chemicals 
union is facing higher trade and, especially, FDI levels, and it has been more inclined to 
endorse social partnership yielding greater moderation in bargaining strategy in general 
and in bargaining over wages in particular. 

The empirical contribution of the Brazilian material provides external validity to 
the German findings on the politics of union wage bargaining under globalization. Most 
importantly, diachronic analysis of wage politics in the Brazilian metal industry suggests 
that the metalworkers’ union shift in strategy away from ‘purchasing power’ ideology to a 

greater concern with employment partly explains the stagnation in negotiated real wages 
after 1995. Also, greater domestic capital mobility and international competition, together 
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with increasing ‘losingness’ of globalization associated with the industry becoming a net 
importer help explain the union’s willingness to support wage moderation. Furthermore, 
the industry’s switch back to comparative advantage in 2002-2003 helped create the 
conditions for significant wage increases. Finally, developments in the Brazilian chemicals 
industry suggest that unions facing lower levels of globalization, that is less severe 
globalization pressures, are less likely to support wage moderation. 

Chapter Five on the politics of bargaining centralization considers how economic 
globalization matters for labor by way of indirect links involving employers and 

employers’ organizations and strategy. Although declining collective bargaining coverage 
in the German metal industry and bargaining fragmentation in Brazilian metalworking 
appear at first sight to be dissimilar outcomes, the study argues that they are functional 
equivalents representing comparable outcomes�greater differentiation in 

conditions�given the contextual specifics of distinct industrial relations systems. The 
German system’s safety valve is that underperforming firms (i.e., in economic hardship) 
can decide to opt out from the industry-wide agreement. The institutions of monopoly of 
representation and extension mechanism do not provide Brazilian employers with such an 
option, instead systemic adjustment may take the form of bargaining fragmentation. The 
main conclusion is that in both cases greater trade and, especially, FDI led to the double 
movement of empowering large firms and simultaneously increasing these firms’ reliance 
on labor peace, in turn breeding increased domestic cleavage between small and medium-
sized firms (SMEs) on the one hand and large firms on the other over employers 
organizations’ appropriate collective bargaining strategy, and over the desirability of 
decentralization more particularly. 

The more detailed causal chains of how ‘hidden’ faces of globalization have 
affected institutional erosion in Germany and bargaining fragmentation in Brazil are as 
follows. In Germany, large employers’ greater export-dependence increased their reliance 

on labor peace and effective social partnership. And compared to SMEs, large firms have a 
greater ability to alleviate costs by relocating the labor-intensive segment of the value-
added chain to low-wage countries and to benefit from international trade. Consequently, 
large firms have tended to accommodate IG Metall demands, which has clashed with the 
preference of SMEs and pushed many of them to leave the employers organizations’ in the 
1990s. As a response to IG Metall’s non-accommodationist stance, employers and 
employers’ associations have jointly developed a policy called OT (Ohne 

Tarifbinding)�i.e., the setting-up of dual membership structures where firms can choose 
between the two statuses of being bound by collective agreement or not. Its flexible and 
strategic implementation has enabled employers to win considerable bargaining power 
advantage over IG Metall -- for instance yielding the 2003 union defeat during the 

campaign to equalize work time conditions between East and West Germany. 
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In Brazil, inward FDI has helped nurture a cleavage between SMEs and large firms 
which became manifest by the end of the 1980s: FDI raised the proportion of multinational 
corporations among large firms, and this group has tended to show a preference for quick, 
even if expensive settlements with the union to buy labor peace (because affordable). And 
increased import competition helped trigger the meso-corporatist arrangement of the 
Automotive Chamber initiated by the government to support the crisis-riddled domestic car 
industry (e.g., by providing tax relief), which in turn brought to its climax SMEs 
dissatisfaction over uniform wage agreements and paved the way for these employers and 

their allied employers organizations’ offensive against centralization. Also, developments 
in the chemicals industry suggest that less severe globalizing pressures appear to have less 
unsettling effects for bargaining centralization. 

In other words, by focusing on the ‘hidden’ faces of economic globalization this 

dissertation highlights specific ways in which globalization influences organized labor, 
showing that globalization matters more than we have thought. The study reminds us that 
labor unions and works councils remain essential to the preservation of social models and 
practices, and to the welfare of working people more specifically. The Conclusions reflect 
on these and other issues relevant to the fate of organized labor and social models under 
openness. 
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Chapter Two.  The ‘Hidden’ Politics of Globalization 
 

1.  Literature and Puzzle 

 
After a decade of popular and academic obsession with globalization, existing 

knowledge of how economic globalization affects industrial relations remains divided 
between those emphasizing that it undermines, that it opens opportunities, or that it has few 
implications for organized labor.1 And somewhat newer entrants to the debate identify 
conditions that mediate whether globalization constrains, spurs, or has little effect on labor. 
The debate paints, thus, a nuanced picture of globalization’s effects for labor power and 

regulation. 
To understand how globalization affects industrial relations we can draw on what 

we know about globalization and labor. The jury is still out on the labor effects of 
globalization, despite extensive attention to how various components of economic 
globalization affect union power and centralized wage bargaining. The familiar 
‘Globaphobia’ perspective emphasizes how trade and FDI undermines the market and 
bargaining power of less-mobile workers relative to capital and employers -- by lowering 

the level of demand for (especially less-skilled) workers relative to capital, or by increasing 
the elasticity of demand for these workers that ease adjustments in capital-labor ratio in 
production (Rodrik, 1997: 13-9; Scheve and Slaughter, 2004). This strengthens the 
bargaining power of employers with respect to wages, working conditions, and worker-

related public policies and institutions (Dörre, Elk-Anders and Speidel, 1997), and in turn 
undermines the ability of labor organizations to represent existing and recruit new 
members (Western, 1997; Adamson and Partridge 1997).2 The evidence for such 
pessimism includes detailed case study analysis of rising globalization and bargaining 
decentralization in some countries in recent decades (Swenson and Pontusson, 2000; 
Iversen, 1996), and econometric studies connecting declining union density to trade 
(Western, 1997; Adamson and Partridge, 1997; Arbache, 1999), decreasing union wage 
premiums to outward FDI (Choi, 2001), as well as wage concessions to greater product 
market competition, especially import penetration (Beaucage, 2000; Haisken-De New and 
Zimmermann, 1999; Arbache, 1999; Arbache, Dickerson and Green, 2004; Abowd and 
Lemieux, 1993; Brock and Dobbelaere, 2003).3 

                                                 
1 Inspired by the work of Burgoon (2001) on globalization and the welfare state. 
2 Globalization might constrain unions by demanding more flexible work settings, fragmenting skills, that in 
turn complicate union organizing efforts (Western, 1997: 177-8; Piore and Sabel, 1984). 
3 Geishecker and Görg (2004) found that the wage effects of international outsourcing (operationalized as 
imported intermediate products) were mediated by qualification: outsourcing reduced (increased) the real 
wages of low-skilled (high-skilled) workers during the 1990s. 



 10 

A competing line of argument is that globalization might strengthen rather than 
weaken labor organizations. Some suggest that precisely because globalization may make 
some workers more insecure, these workers may turn to unions (or other organized 
representation such as works councils) to mitigate these risks (Checchi and Lucifora, 
2002).4 Others emphasize that employers, especially in ‘coordinated market economies’, 
may use their increased exit options not to weaken worker organization, but to deepen such 
organization to reap the productivity, labor peace and other benefits of thick union and 
works council institutions (Thelen and Kume, 1999). This sort of approach dovetails with 

broader claims that comparative advantage in open production should give comparative 
institutional advantage to some highly unionized and organized settings (Franzese and 
Mosher, 2002; Hall and Soskice, 2001). Finally, some research emphasizes trade-induced 
changes in the composition of labor that might benefit workers’ wage position, perhaps 

strengthening their organization (Staiger, 1988; Bratsberg and Ragan, 2002).5 This 
perspective finds empirical support in cases where unions and employers have deepened 
their cooperation amidst competitive pressure (Thelen and Kume, 1999; Thelen, 2000; 
Pérez, 2000), in rising divergence rather than convergence in union power (Ebbinghaus, 
2002a), and in broad if superficial positive correlation between trade (though not FDI) and 
union wage premium and union density (Bratsberg and Ragan, 2002; Traxler, Blaschke 
and Kittel, 2001: 82).6 

Perhaps most influential among comparative political economists, however, is the 
view that globalization does not much matter for labor organizations, because globalization 
levels are not high enough or primarily of a form (based on factor-price differences) to 
have strong distributional consequences for workers (Baldwin and Martin, 1999). The 
skeptical view in any event emphasizes that the effects of globalization for labor pale in 
comparison with other institutional or structural conditions -- such as Left party strength, 
laws protecting union access to workplaces, centralized wage bargaining, union control 

over administration of unemployment (Ghent system), rising unemployment, skill-biased 
technical change or de-industrialization (Ebbinghaus and Visser, 1999; Acemoglu, Aghion 
and Violante, 2001). Evidence supporting this view comes from historical studies revealing 
little connection between economic globalization and wage-setting institutions 
(Wallerstein, Golden and Lange, 1997; Hassel and Schulten, 1998; Hassel, 1999; Iversen 

                                                 
4 Globalization might fuel demands for labor market compensation, and strong union movements are most 
likely to deliver more generous programs. For an account of how more open economies tend to have bigger 
welfare states, see Cameron (1978) and Katzenstein (1985). 
5 The claim here is that openness may raise union wage premiums by lowering the elasticity of demand for 
union labor; this is because with increased foreign production relocation of labor-intensive goods unionized 
employment shifts to more capital- and skill-intensive firms -- emboldening union wage militancy. See also 
Lawrence and Lawrence (1985). 
6 For some (modest) evidence of a positive correlation between globalization and union organizational 
concentration (i.e. union cohesion), see for instance Golden and Londregan (1998). 
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and Cusack, 2000)7 or wages (Araújo and Gitahy, 2003; Araújo, Cartoni and Mello Justo, 
2001), and descriptive and econometric statistical treatments where globalization has low 
or no significance (Ebbinghaus and Visser, 1999; Golden, 2000; Checchi and Visser, 
2005).8 

Adding complexity to this debate, finally, recent work identifies conditions under 
which globalization strengthens or undermines labor organization. Scholars consider how 
various pro-labor institutions, such as Ghent-system administration, corporatism, 
bargaining centralization and union access to workplaces, mediate the union effects of 

trade and foreign investment globalization: in more institutionally embedded labor 
movements, globalization should strengthen unions, while in more decentralized and dis-
embedded movements, it undermines unions and other labor organizations (Oskarsson, 
2001; Scruggs and Lange; 2002). Others suggest that institutions for workplace 

representation in the form of works councils independent of unions provide the channel for 
negotiating necessary adjustments to global economic pressures, which damps employer 
opposition to centralized bargaining institutions and creates the conditions for institutional 
stability in industrial relations (Western, 1997: 163-9; Thelen, 1991). 

Although this nuanced debate has focused almost exclusively on unions rather than 
lower levels of labor organization, the competing perspectives apply to works councils as 
well. A number of studies suggest that globalization may be good news for works councils. 
For instance, it may empower works councils representing skilled employees in the higher-
end manufacturing plants (i.e., ‘strategic plants’), where capital remains embedded in 
national economies and is dependent on collective skills (Kädtler and Sperling, 2002: 138-
41, 154). Works councils have even sometimes extended their field of competences into 
questions of organizational restructuring (e.g., teamwork) (Kotthoff, 1998: 78, 80-8) or of 
economic decision-making in the case of company- and factory-level pacts for investment 
and competitiveness (Rehder, 2002: 96). This is further complicated by the possibility that 

union and works council politics interact in internationally open economies. Rogers and 
Streeck (1994: 103-4), for instance, argue that multinational corporations may provide 
support to the formation and strengthening of works councils as a back-door to circumvent 
the influence of, and perhaps undermine, union organization and influence. Strategic 
                                                 
7 Wallerstein (1998) argues that high unemployment, rather than globalization, strengthened employers and 
might account for the weak erosion of centralized bargaining institutions. Iversen and Cusack (2000) found 
that de-industrialization rather than globalization was the better predictor of welfare effort. While it is true 
that welfare spending and centralized wage setting institutions are not the same, it should be stressed that 
countries with the biggest welfare effort are also, by and large, countries with more centralized wage 
bargaining arrangements. 
8 Golden and Londregan (1998), for instance, analyze a cross-sectional time series panel of 16 OECD 
countries for as many as 42 years and conclude that conventional measures of trade and FDI (i.e., imports 
and exports divided by GDP, and a measure of restrictiveness to FDI) have no statistically significant effect 
on either union density or centralization of collective bargaining. 
Skill-biased technological change has for many commentators been the leading candidate as the explanation 
for the increased earnings inequality experienced by many advanced and developing countries in recent 
decades (Cline, 1997; Berman, Bound and Machin, 1998; Freeman, 1995). 
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interaction inspired or made possible by globalization, thus, might constrain unions, but 
strengthen works councils in the process (Cooke and Noble, 1998: 596). 

The dominant view among those studying works councils from the perspective of 
organizational sociology, however, is that their bargaining is shaped mainly by domestic 
political-economic forces. Many focus on the impact of company-level economic 
difficulties, where bargaining agreements are rooted in general economic hardship 
(including risks of insolvency) and consequent risks of unemployment (Seifert and Massa-
Wirth, 2005; Zagelmeyer, 2002). Threats of job losses and possible plant closing have been 

shown to correlate positively with concession bargaining -- but threats of foreign relocation 
are said to be rare, and the concerns about domestic-economic adjustment primary 
(Cappelli, 1985; Bronfenbrenner, 2000).9 Others see in the proliferation of plant-level pacts 
for employment and competitiveness across Europe a milestone in employment policy, 

involving for example working time accounts, hours reduction with wage cuts designed to 
stabilize or create employment by increasing internal flexibility under declining product 
demand, thereby offering a viable alternative to external adjustment by way of dismissals 
(Seifert 2002b; Freyssinet and Seifert, 2002; Richter, 2002). And plant-level flexibility can 
also be triggered by seasonal or business cycles, by changing inter-firm relationships in the 
production chain (i.e., lean production), by greater client orientation and the shift toward 
low stockpiling, and by technological developments that increase capital-intensity of 
production (Lindecke, 2000: 16-20). Whatever the particular source of change, 
international conditions are of little concern or hope here. Illustrative of this perspective’s 
blindness to the international dimension, a recent and comprehensive volume on pacts for 
employment and competitiveness in Germany is introduced without any single reference to 
cross-border flows of goods and/or capital or increased international competition (Seifert, 
2002a). 

A few scholars have argued that increased globalization or the potential for exit 

have ushered-in an era of concessions affecting the full range of works-council bargaining 
(Kotthoff, 1998: 78; Dörre, 1997: 280-3). However, those claiming that globalization 
constrains plant-level outcomes tend to make their case indirectly, unsystematically, or 
narrowly. Some research abstracts from the role that globalization might play in shaping 
the incidence, organization, and bargaining strength of works councils – for instance, 
where works council bargaining is said to have entered an era of political retreat as a result 
of increased economic integration, but without empirical substantiation for such a claim 

(Dörre, 1997; Kotthoff, 1998). Others emphasize how broad ‘competitive pressures’ affect 

                                                 
9 Cappelli operationalizes the threat of unemployment or plant shutdown using several variables: plant size 
(smaller plants tend to be more vulnerable than larger ones because of higher unit costs); plant age (older 
plants tend to be smaller and more vulnerable); plant capacity as a percentage of the firm’s total capacity; and 
recent decline in firm capacity (over a time period of five years) (this variable lacks statistical significance). 
The dynamic of plant closing (and relocation) here plays out exclusively within a national political economy 
(i.e., case of the U.S. characterized by uneven regional industrial development). 
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plant bargaining, without considering the distinction between domestic and international 
sources of competitiveness that reveals whether there is a globalization story to tell 
(Rehder, 2002).10 And some do want to consider the role of globalization and plant-level 
bargaining, but do so in studies lacking variation in globalization levels -- yielding little 
empirical leverage to judge the role of globalization (Stumpf-Fekete, 2001: 433). 

The most careful studies addressing issues of globalization and works councils, 
finally, focus on only a narrow dimension of the globalization-works council nexus. Thus, 
Kurdelbusch (2002) focuses on how FDI, trade and other conditions affect payment 

systems but not other, often more central, aspects of plant-level collective bargaining.11 On 
the other hand, Mueller and Purcell (1992) carefully study how works council bargaining is 
affected by international benchmarking, but not other components of globalization. 
Similarly, several studies have analyzed how inward FDI affects plant-level developments 

– finding foreign-ownership to diminish works councilors’ perceived influence on working 
conditions (Looise and Drucker, 2003), and to correlate with more works council 
representation and more collective agreements but also with more flexible pay structures 
and less vocational training (Schmitt, 2003; Jungnickel and Keller, 2003). 

In short, although the globalization and industrial relations literatures clarify many 
connections between globalization and labor, they ignore many faces of globalization and 
their effects for organized labor power and bargaining. On works councils, for instance, we 
may know ways (in some respects off-setting) in which foreign ownership might matter, 
but not how basic FDI and trade flows or the potential for exit, let alone their interaction, 
affect works council bargaining. Also, we still know remarkably little on how broad trade 
and FDI flows, and especially, threats of import and foreign relocation that are nowadays 
commonly voiced by employers during collective bargaining rounds affect union wage 
militancy and wages. Furthermore, we lack understanding of whether comparative 
advantage might have different wage effects than total trade. And while much of the 

comparative and international political economy literature has tended to focus on direct 
globalization effects for labor, by studying changes in union and works council preferences 
and strategies as a response to increased international competition, the more indirect links 
involving how employers relate to one another under globalization have received much 
less scholarly attention. 

As far as the neglected components of economic globalization are concerned, I 
draw attention to FDI and to the more difficult-to-study threats of exit and import 

competition. Compared to trade FDI remains relatively understudied in globalization-labor 
studies, despite the fact that a growing number of empirical studies have sought to link FDI 

                                                 
10 The author makes some reference to the international competition for investment between foreign and 
domestic production sites within a company. 
11 The main finding is that trade and financial globalization, but not FDI, accounts for the rise in contingent 
pay in large German firms. 
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to labor market outcomes in recent years (Golden, 2000; Golden and Londregan, 1998; 
Scruggs and Lange, 2002; Oskarsson, 2001; Traxler et al., 2001). And while we have 
pretty strong evidence that FDI presence is associated with workers’ perception of 
economic insecurity (Scheve and Slaughter, 2004), we still lack empirical work to reveal 
whether there exists a link between FDI-induced perceptions of economic insecurity and 
labor market outcomes. In addition to a good theoretical reason (i.e., FDI increases firm’s 
elasticity of labor demand), the particular focus on FDI is also warranted on empirical 
grounds: FDI has grown far more rapidly than trade during the last two decades 

(UNCTAD, 2001), and FDI integration is characterized by some scholars as the distinctive 
feature of contemporary globalization (Bordo, Eichengreen and Irwin, 1999). 

Although exit threats arguments or claims are now common in the globalization 
literature, they have not been subject to direct and systematic empirical study. The familiar 

argument is that the multinationalization of production provides employers not only with 
the ability to organize production across borders in search of higher rates of returns, but 
also with the option to move production from one country to another, as a consequence of 
which employers frequently voice exit threats to influence outcomes in bargaining 
processes or public policies. While Junne (1996: 516) rightly stresses that the analysis of 
exit threats withstands purely statistical treatment and that studies focusing on foreign 
investment flow statistics tend to downplay the role of globalization, he discounts the 
possibility of more systematic qualitative investigation of the politics of exit threats.12 
Dörre’s (1997; Dörre et al., 1997) explicit focus on globalization as a strategic option 
appears to go furthest down the road of a qualitative treatment of exit threat effects and 
industrial relations, but under closer scrutiny his work does not teach us much about the 
incidence, logic and real consequences of such threats or whether their impact differs from 
that of actual investment flows. And where threats to move capital have been most 
carefully studied empirically, they play out predominantly within a national framework. 

For instance, Bronfenbrenner’s study on the impact of plant closings and plant closing 
threats on union organizing campaigns found that in 18 percent of the campaigns with 
threats did employers directly threaten to move to another country (Bronfenbrenner, 2000: 
22).13 In the meantime, in an attempt to address criticism, the quantitative scholarship has 
invested great efforts in the development of measures of barriers to foreign investment to 
capture the openness to such flows rather than the flows themselves. For instance, Dennis 
Quinn designed a 14-point scale of capital openness (0 most closed, 14 fully open) which 

measures the range of restrictions on capital account inflows and outflows as judged by the 

                                                 
12 Choi (2001) claims to study the threat effect of FDI. Strictly speaking, however, this is misleading since 
the author uses a measure of FDI flows. 
13 Note that Bronfenbrenner’s careful study on threat effects applies to only one aspect of industrial relations, 
i.e., union organizing campaigns. 
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IMF financial restrictions reports.14 While econometric studies using measures of openness 
alongside measure of flows represent an undeniable improvement compared to earlier 
research focusing on flows alone, these indicators are far from being a fully accurate 
measure of the ease with which employers can carry out investment abroad, and thus 
capture in only narrow terms the idea of investment openness.15 In short, my analysis 
claims to make a substantial departure from existing research by also investigating the less 
visible and difficult-to-study labor politics surrounding threatened trade competition, and 
especially, FDI. 

These considerations all raise, in any event, important empirical questions about 
how globalization affects industrial relations that this dissertation seeks to answer. 
Generally, how, if at all, do different faces of economic globalization (trade and FDI flows 
as well as openness to such flows), affect different components of industrial relations and 

levels of labor organization. More specifically, and first, what are the effects of various 
aspects of international economic openness�FDI and trade flows, and openness to such 
flows�for works council bargaining? Does globalization appear to trigger more, less, or 
have little effect on the concessions made by works councils in their bargaining strategies 
or in the agreements they conclude with employers? Second, what is the relationship 
between actual (‘bite’) and threatened/signaled (‘bark’) exit or import competition in 
works council bargaining?16 Are the level and influence of barking at all affected by levels 
of past biting? Third, what are the effects of various components of economic globalization 
for union militancy over wages and wage bargaining outcomes? And are these 
relationships mediated by union ideology or kinds of economic openness? Fourth, how do 
greater FDI and trade flows and openness impact on the institution of centralized wage 
bargaining? Does economic globalization, for instance by fragmenting skills and eroding 
worker solidarity, lead to reduced, increased or unchanged union support for the institution 
of industry-wide bargaining? Or does globalization matter for labor indirectly by way of 

how fractions of employers deal among themselves with the issue of centralization? These 
are questions for which there is little guidance as to what the expected trends ought to be, 
and are thus hitherto unexamined empirical questions important to the future of industrial 
relations. 
 

                                                 
14 See Quinn (1997). In a similar fashion, Hiscox and Kastner (2002) have developed a measure of trade 
restrictiveness capturing the range of non-tariff/regulatory barriers to imports and exports as well as tariff 
barriers. 
15 For instance, an industry may be characterized by the absence of restrictions on capital account outflows, 
but an entire branch of the industry may be immobile due to huge ‘sunk costs’. See the discussion on asset 
specificity below. 
16 Bite or globalization bite is defined as trade and FDI flows. Bark or globalization bark is defined as the 
explicit voicing by employers of import competition and relocation threats. 
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2.  Explanatory Variable:  Economic Globalization 

 
These main questions call for some general clarification. First, although the scope 

and intensity of economic globalization are subject to intensive political-economic 
struggles that are interesting topics for investigation in themselves, these struggles are not 
the focus of the present study. Instead, it is rooted in a research tradition that considers 

globalization as an exogenous (independent) variable and where the research objective is to 
examine the impact of such external factor on domestic politics (Keohane and Milner, 
1996).17 Second, while the existing literature on economic globalization usually identifies 
trade, FDI and portfolio investments as the mechanisms through which market integration 

may affect national political economies (e.g., Garrett, 1998: 791-3), the focus here is on 
trade and FDI only, that is, on the ‘real’ side of the international economy.18 Such a focus 
also excludes from the analysis two other important faces of globalization: the cross-border 
movement of people (i.e., international labor mobility; see Burgoon and Jacoby, 2002) and 
ideas, such as the international transfer of organizational best practices resulting from 
broad diffusion processes (Streeck, 1996) or learning that flows from foreign subsidiaries 
to headquarters and vice versa within a multinational corporation (Ferner and Varul, 2000; 
Bluhm, 2001). 

The central questions also require conceptual clarification regarding the project’s 
main explanatory variable, in particular given that globalization is used (or defined) by 
different scholars in a variety of ways and given the absence of shared understanding of 
basic concepts about globalization (i.e., the same notions mean different things to different 
writers). Following Frieden and Rogowski (1996) and Bordo et al. (1999), I distinguish 
between observable flows of goods, services and capital, openness to such flows afforded 

by a range of technological, market, or public policy developments varying over time and 
space, and ‘one-marketness’ (i.e., the global setting of production factor prices), all of 
which constitute economic globalization as defined in this project. 

First, and most intuitively, economic globalization encompasses flows of trade in 
goods and services and foreign direct investment. I define flows of goods, services and 
foreign investment as cross-border (i.e., cross-national) movements of goods, services and 
foreign investment. Flows are measurable components: trade flows include outflows as 

well as inflows of goods and services, that is exports (X) and imports (M) of goods and 
services, while foreign investment flows include outflows and inflows of direct investment. 
                                                 
17 And the main policy question is undoubtedly whether greater globalization undermines the nation-state’s 
sovereignty over policy-making. 
18 It involves real transactions in the international economy such as a physical movement of goods or a 
tangible commitment of economic resources as opposed to the ‘monetary’ side of the international economy 
that involves financial transactions such as foreign purchases of stocks (Krugman and Obstfeld, 2003). For 
recent contributions on the impact of financial internationalization (i.e., greater shareholder orientation of 
firms) on industrial relations in Germany, and on the related discussion on the transformation of corporate 
governance, see Höpner (2003) and Zugehör (2003). 
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Foreign direct investment is usually defined in relation to multinational corporations since 
FDI is intrinsic to the activities of multinational corporations: according to Dunning 
(1992), ‘a multinational or transnational enterprise is an enterprise that engages in foreign 
direct investment and owns and controls value adding activities in more than one 
country’.19 

Based on reliable measures of exports, imports, and production20 of an individual 
industry in any given country, one can operationalize total trade, export-dependency, 
import-competition and comparative advantage. I define total trade share (or total trade) 

as the sum of exports and imports in the sector, as a proportion of total production in that 
sector ((X+M)/production). I define export-dependency as exports in the sector as a 
proportion of total production in that sector (X/production). Similarly, import-competition 
is defined as imports in the sector as a proportion of total production in the sector 

(M/production). Finally, I define comparative advantage as the net export share of total 
production in a sector ((X-M)/production, where X>M).21 To operationalize actual FDI, I 
use measures of domestic and foreign employment or of FDI flows and stocks (i.e., 
accumulated flows), and production of an individual industry. Wherever possible, I use 
employment statistics because foreign employment, unlike FDI stock expressed in a 
national currency, does not vary as a result of exchange rate fluctuations (Dörrenbächer, 
2000). I define total FDI share (or total FDI) as the sum of employment at foreign 
affiliates and employment at foreign firms in a sector, as a proportion of total employment 
in that sector. I also define outward FDI share (or outward FDI) as the employment at 
foreign affiliates in a sector, as a proportion of total employment in that sector.22 In the 
metaphoric language used throughout this work, bite or globalization bite refers to trade 
and/or FDI flows. 

Second, economic globalization also entails openness to such trade and foreign 
investment flows afforded by a range of exogenous technological, economic, or policy 

factors varying over time and space. Paraphrasing Frieden and Rogowski (1996: 25-6), 
increasing trade and investment flows reflect an ‘exogenous easing of international 
exchange’, that is an ‘exogenous decrease in the costs, or an increase in the rewards, of 

                                                 
19 This raises the question of the threshold above which foreign control is defined as foreign direct 
investment. For instance, is a 5 percent ownership in a foreign company considered as foreign investment? It 
should be stressed that statistical authorities have used a variety of methodologies to compile foreign direct 
investment in the past, but recent international harmonization efforts have converged on a minimum of 10 
percent control of foreign assets or voting rights (Deutsche Bundesbank, 2001: 71). 
20 Where production data is not available, sales is used as a proxy. Sales is an imperfect substitute, however, 
since it entails elements that have not been assembled domestically (i.e., imports enter measures of sales). 
21 Comparative disadvantage is the net import share of total production in a sector ((X-M)/production, with 
X<M). 
22 Outward FDI has been of increasing concern in recent years, especially in developed countries. And as 
mentioned earlier, the impact of inward FDI (or foreign ownership) has received greater scholarly attention. 
Consequently, this study focuses on labor politics surrounding outgoing FDI in the case of Germany. As a net 
importer of capital Brazil stands at the ‘receiving end’ of globalization, implying that mainly inward FDI 
flows (and threatened outward FDI) will be considered. 
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international economic transactions’. Such shifting opportunity cost of doing cross-border 
economic transactions involves a (permanent) possibility of international movements of 
trade and capital. Accordingly, openness to trade and direct investment is here defined as 
the potential for cross-border movements of goods, services and foreign investment. 
‘Exogenous easing’ refers to underlying changes that have occurred over the past few 
decades, including measurable and less measurable components. In the first category are 
reduced transport costs (e.g., containerization, air transport), improvements in 
infrastructure (e.g., the ICT revolution reducing the informational barriers to exchange), 

economies of scales and increasing disparities in total factor productivity across countries 
(Frieden and Rogowski, 1996; Bordo et al., 1999). In addition to these market and 
technological factors, government policies toward trade and foreign investment, including 
the removal or reduction of impediments to mobility such as tariffs, capital controls, and 

non-tariff barriers (quotas, voluntary-export restraints), have decreased the costs of 
international economic exchange. The concept of asset specificity (i.e., the mobility costs 
of factors of production) seeks to capture how open individual sectors are by emphasizing 
impediments to the cross-border mobility of factors of production. Different components of 
asset specificity include site (i.e., assets are highly immobile because asset value depends 
on location), physical (i.e., the nature of the production process or product or design can 
make the asset specific) or human (i.e., specific human capital, often derived from learning 
by doing) specificity (Alt, Gilligan, Rodrik and Rogowski, 1996: 705). More difficult-to-
measure components of asset specificity include feelings of trust, familiarity, 
understanding and/or predictability that may exist between managers and workers. 
Examples include employers’ expressions about capital embeddedness, or statements about 
how open things are (e.g., industry, product market, competitor) -- measuring barking 
attempts to do just this (see below). Throughout this project I use the following as 
synonymous to FDI openness: potential for exit; possibility of exit; and exit option. 

Third, economic globalization entails what I call ‘one-marketness’, that is the 
degree to which production’s factor prices are set globally. Bordo et al. (1999: 8-9) rightly 
stress that the volume of trade (i.e., trade flows) among countries may not necessarily 
reflect the degree of market integration.23 What matters to explain economic integration is 
the price differentials of goods (or services) across markets: if the ‘law of one price holds’, 
or in other words if commodity or factor prices are determined globally (i.e., price 
convergence), then markets for such commodities or factors are well-integrated. 

This all leads to the following question: what is the relationship between flows and 
openness (and ‘one-marketness’)? It is likely that in most cases openness of a sector 
strongly correlates with actual flows in that sector, and closure with low levels of flows. 
Many scholars who claim to study the effects of economic openness or of threat effects do 

                                                 
23 For instance, an exogenous factor such as low oil price may account for increased trade. 
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so by using measures of FDI (or trade) flows as proxies for openness based on the 
assumption that the greater the foreign share of production in an industry, the more likely 
workers perceive or fear that their employers will invest abroad.24 But this is only part of 
the story. I suggest that it is more appropriate to think in terms of a two-by-two matrix 
where the horizontal axis is divided, from left to right, into low and high degrees of 
openness, and the vertical axis is divided, from bottom to top, into low and high levels of 
flows. The bottom left and top right quadrants of the matrix correspond to the common 
situations where low and high degrees of openness overlap with low and high levels of 

flows, respectively. The bottom right quadrant is characterized by high openness and low 
levels of trade and FDI flows. This is the typical case where a focus on measurable flows 
alone would suggest that there is no or hardly any globalization story involved, but taking 
into account openness may yield a very different conclusion.25 Similarly, the top left 

quadrant illustrates a situation where capital controls and tariff barriers as indicators of 
globalization do a very poor job at capturing the actual politics of globalization.26 In short, 
the message is that we need measures of globalization flows and openness because flows 
capture openness only imperfectly (and vice versa). 

Barking is the explicit voicing by employers of import competition and relocation 
threats. Studying barking is important because threats emitted by employers to import 
goods or to move production to low-wage countries to produce these goods may suffice to 
force downward adjustments in wages and conditions. Barking swings free of levels of 
flows, openness, or ‘one-marketness’. At the most general level, bark refers to all the 
words of employers about globalization. Such broad definition, however, is difficult to 
operationalize in a project like this one. I will use a narrower operationalization, namely 
the incidence of threatened/signaled import competition and production relocation. 
Semantic equivalents to bark are threatened exit and competition, and exit and imports 
threats voiced by employers. Threatened exit or exit threats do refer to the threat voiced by 

employers of production relocation. 
Within the scope of this research, it has not been possible to find measures for all 

facets and sub-facets of economic globalization as generally defined here. For instance, 
including ‘one-marketness’ is necessary on theoretical grounds because it provides the 
‘right’ measure of globalization when focus on flows (i.e., volume) alone provide a 
distorted picture of market integration. Having posited this, in the real world volumes of 

                                                 
24 Choi (2001) is a prominent example of that. 
25 Consider the example of Porsche: its assets are highly immobile because customers expect a car ‘made in 
Germany’. Despite Porsche’s relative closure to FDI flows, it is unlikely that Porsche management and works 
council have remained unaffected by the greater openness to FDI flows in the German car industry. 
26 Consider import-substitution industrialization policies that reserve the market for domestic producers while 
encouraging the transfer of technology via joint-ventures. One example is the Brazilian ‘market reserve’ 
policy (1976-1990) in the computer industry, which combined a highly restrictive regime towards inward 
FDI with high inward FDI stocks (amongst others because the policy was introduced at a time when the 
industry was almost completely foreign-owned). 
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trade and FDI do in general reflect underlying changes in relative commodity or factor 
prices, and therefore it is warranted to use trade and FDI flows as proxies for level of ‘one-
marketness’. In this project I use flows not only to measure total trade and total FDI shares 
but also as proxy for openness, following the logic specified above that is common in the 
literature. And by considering barking as a second proxy for openness, I do have a more 
sophisticated way of dealing with openness than studies that focus on measures of trade 
and FDI flows only. 

 

3.  The Argument 

 
The dissertation’s general argument amounts to a story about how ‘hidden’�as in 

less visible and direct and, hence, less studied�faces of economic globalization affect 
industrial relations in ways that suggest a strong causal role for globalization in 
constraining labor prerogatives—stronger than what the comparative politics literature 
often suggests, and different than the bulk of the globalization literature tells us—but also 
in ways that vary substantially across the different faces of industrial relations and levels of 
labor organization. To be sure, the identification, the measurement and the systematic 
analysis of the ‘hidden’ faces of economic globalization constitute the overarching quality 
of this thesis project. The field of globalization studies is rich in such claims, but poor in 
thorough, detailed empirical analysis as very few, if any, embark on the labor-intensive 

task of uncovering these important but hard-to-study globalization mechanisms. And even 
in a country as well studied as Germany such claims remain underspecified and 
oversimplified, for instance, where threats to relocate production elsewhere are assumed to 
weaken works council and union bargaining alike, and where broader implications or 

multiple functionalities of exit threats are ignored. Through an analysis of the indirect, less 
visible faces of globalization, labor organization and their interconnections, the German 
and Brazilian comparisons remind us that globalization can play out in more complicated 
and subtle ways than many believe, and therefore that we have much to learn in order to 
understand how deepening economic integration challenges social models and practices in 
both the industrialized and developing worlds. And the comparisons also teach us that such 
complications appear universal. 

To address the literature’s shortcomings�the tendency to focus on flows as 
opposed to openness to such flows, and on globalization’s direct effects for labor 
organization as opposed to the indirect channels via employers�this dissertation offers 
arguments and evidence that support six major claims. First, the effects of economic 
globalization play out differently across different levels of organized labor (works councils 
vs. trade union settings), with works councils likely to be more strongly affected. Second, 
higher trade and FDI flows are likely to be associated with greater labor concessions, and 
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broader measures capturing possibility as well as actuality of exit and competition should 
reveal even stronger effects. Third, labor concessions inspired by greater domestic capital 
mobility are a manifestation of intensified international competition more than only 
heightened domestic competition. Fourth, globalization matters for labor indirectly by way 
of how it deepens the cleavage between small and large firms, and how employers’ 
organizations develop strategies to adjust the industry-wide bargaining institution to the 
increased diversity of interests among its members. The fifth claim suggests two conditions 
that mediate how economic globalization affects union wage bargaining strategy and 

wages: comparative advantage and greater ‘purchasing power’ union ideology diminish the 
extent to which higher trade and FDI increases union moderation. Finally, the study also 
suggests how plant-level biting and barking interact, where past bite strengthens the 
credibility of employer barking, and where barking may be loudest when there is doubt 

about future bite. I now turn to each claim separately in order to elaborate the logic in 
greater detail. 
 
Works Councils versus Trade Unions 

Economic globalization affects works councils and trade unions differently. I want 
to draw attention to the differences for an extremely important and under-analyzed level of 
worker organization in many countries: factory-level works councils. These company- and 
factory-level organizations are an important pillar of labor representation in many 
European countries, responsible mainly for collectively negotiating largely non-wage 
features of the labor contract -- such as issues of working time, flexibility of working time, 
structure of payment systems, treatment of non-standard workers (part-time, temporary, 
etc). In these respects, they are different from unions in their level of 
representation�closer to the plant unit�in the content of their responsibilities�non-wage 
and employment policy related�and in their role�legal duty to cooperate. These 

differences suggest that globalization will impact works councils generally differently than 
unions. 

Works councils’ greater closeness to the plant implies a more direct and immediate 
exposure to the pressures and vagaries of international markets, which put a premium on 
flexibility in the organization of work and on employee participation (Piore and Sabel, 
1984; Katz and Darbishire, 2000). And organizing flexibility is a matter for local 
bargaining. To be efficient and acceptable, the identification and implementation of new 

work practices such as team work, performance-based pay methods and on-the-job training 
require the active participation of the plant-level social partners -- the union cannot develop 
a new concept centrally and then apply it across local production sites (Katz, 1993: 14). 
Equally important, factory-level work organizations often focus on ‘qualitative’, ‘less-

zero-sum’ issues less objectionable to a wider swath of works councils than are wages to 
trade unions. Also, in many countries works councils are under a legal obligation to 
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collaborate with managers in view of the economic wellbeing of the company.27 It derives 
from this legal provision that the role of the works council can be characterized as a 
‘collective voice’, emphasizing the capacity to increase the efficiency of the internal labor 
market and the productivity of the organization (so-called productive issues), rather than a 
‘monopoly’, emphasizing the power to negotiate higher wages and better conditions 
(distributive issues) (Feeman and Medoff, 1984). In short, this all means that globalization 
effects are in general likely to be felt more strongly by works councils than unions. 

 

Higher Globalization Flows and Openness to Flows 
Higher trade and FDI flows (i.e., greater shares of total trade and total FDI, or 

greater ‘bite’), that is greater globalization levels, are likely to be associated with greater 
labor concessions. And broader measures capturing possibility as well as actuality of exit 

and competition, that is flows as well as openness to such flows, should reveal stronger 
effects for labor organization than measures focused on flows alone. 

The logic here builds on the insights from international economic theory on how 
trade affects the level and elasticity of labor demand. First, increasing trade and capital 
flows based on different factor profiles of countries (inter-industry trade and ‘vertical 
FDI’) inspire price convergence, in turn yielding sharp distributional consequences for 
owners of scarce vs. abundant factors (Stolper-Samuelson theorem). This holds in the 
Heckscher-Ohlin model of trade that assumes a perfect (i.e., costless) mobility of 
production factors across sectors (Alt et al., 1996). The implication is that if one factor in 
one sector gains from trade, so does this factor in all sectors of a given economy (Davidson 
and Matusz, 2004). Trade will thus benefit an economy’s relatively abundant factor and 
harm an economy’s relatively scarce factors.28 In industrialized countries this spells good 
news for capital and skilled labor, the owners of the abundant factors, and bad news for 
less skilled labor. This is because in an open economy, the industrialized country will 

specialize in the export of goods that make intensive use of the abundant factor, thereby 
increasing the demand for (and returns of) skilled labor while decreasing the demand for 
unskilled labor. The decrease in market power of unskilled labor should negatively affect 
the bargaining power of works councils and unions representing disproportionately blue-
collar workers. 

                                                 
27 In Germany, for instance, section 2 no. 1 of the Works Constitution Act (Betriebsverfassungsgesetz, 
BetrVG) stipulates that ‘employer and works council work together… in a spirit of mutual confidence 
(vertrauensvoll)… for the good (Wohl) of the workers and the establishment’ (Kittner, 2002: 457). In Brazil, 
the statute of one of the factory commissions studied begins with a ‘declaration of principles’ stipulating 
amongst others ‘that employees and employers share common interests’ and that ‘a permanent and 
constructive dialogue increases reciprocal trust, develops mutual respect, stimulates cooperation, and 
consequently promotes integration and harmony in the workplace, reducing or eliminating tensions, 
discomforts, misunderstandings and confrontations’ (Multibrás, 1996). 
28 This leads to class-based political alignments (Alt et al., 1996). 
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Second, increased trade and capital flows and openness involving any pairing of 
countries has further, broadly negative effects for all workers in their relationship to capital 
owners by affecting the elasticity of demand for labor. Rodrik (1997) emphasized that 
investment and trade openness open up direct and indirect exit options for firms that 
increase their ability to substitute foreign labor for home labor�either by investing abroad 
or by importing the goods made by foreign workers�making them more sensitive to 
fluctuations in labor costs. This implies a flatter downward sloping labor demand curve, 
capturing that even very small increases in the price of labor (wage or other non-wage 

costs) will yield reduced demand for a given level of employment -- increasing the 
bargaining power of employers and decreasing that of all workers. 

 
Domestic Capital Mobility via Globalization 

Greater domestic capital mobility, which enhances employers’ bargaining power by 
providing them with the ability to play factories off against one another and thus to 
whipsaw councils and local unions to gain concessions, is foremost a manifestation of, and 
employers’ strategic response to, intensified international competition rather than, or in 
addition to, heightened domestic competition. A huge influx of foreign investment or 
imports does radically change the existing structure of competition (Vernon, 1987). Inward 
FDI, in particular when it is import substituting, leads to demands for protection as foreign 
investors enter an alliance with local producers in an effort to keep new entrants out of the 
domestic market (Goodman, Spar and Yoffie, 1996). But where the government cannot 
provide such protection, or only to a limited extent, established firms may use the greater 
capital mobility to organize competition among local work sites in an effort to sustain 
competitiveness. FDI theory provides two reasons why firms may choose such strategy 
rather than investing abroad (i.e., organizing competition across borders) (Caves, 1995): 
first, when the transaction costs and risks involved in doing business abroad (i.e., the costs 

of learning how things are done abroad; e.g., risks related to exchange rates, expropriation) 
exceed the benefits of internalization (i.e., carrying out transactions, especially related to 
intangible assets, within the corporation); and second, when staying in a country is 
associated with ‘locational’ advantages (e.g., closeness to main markets; shifts in the 
location of production facilities within one single country to take advantage of lower labor 
costs). 

 

The Indirect Labor Effects via Employer Relations 
Economic globalization affects labor indirectly by way of how employers’ 

organizations respond to the increased diversity of interests and preferences among the 
member firms, and how these associations devise strategies to adjust the industry-wide 

bargaining institution to the needs of their constituencies. The main claim is that economic 
globalization is expected to spur conflict between small and large firms. This may resonate 
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familiar with students of industrial relations. I have in mind here Kathleen Thelen’s (2000) 
counterintuitive finding of the cross-class interest-based coalition composed of trade 
unions and large firms that support the institution of centralized bargaining in Germany. 
While Thelen clearly places her argument within the broader discussion about 
globalization, the attentive reader keeps asking why there is a small-large firms’ split in 
light of globalization. My contention is that Thelen’s story is at best ambiguous about it, 
and that it neglects important sources of the cleavage rooted in economic globalization. 

Thelen (2000) focuses on employers’ interests to explain the sources of resiliency 

of centralized bargaining institutions, emphasizing the ambivalence of employers about 
abandoning the traditional bargaining arrangement, with the small and medium-sized 
enterprises and the large firms being, respectively, the major critics and beneficiaries of 
centralization, and the uncertainty about whether the alternatives would best serve their 

interests. My reading of Thelen is that she goes on to provide two sources for the small-
large firms’ cleavage. First, the small and medium-sized enterprises were less able to take 
advantage of the flexibility clauses negotiated as part of work time reduction (e.g., lack of 
professionalized personnel department), thereby raising their costs disproportionately and 
upsetting the balance between large and small firms within employers’ organizations 
(Thelen, 2000: 143). Note that this is the consequence of the domestic development related 
to the social partners’ decision to collectively reduce working time. 

Second, and more importantly, the rise of a new production regime, the network 
economy characterized by dense inter-firm relationships, has increased the dependence of 
employers�small and large alike�on social peace (or their vulnerability to industrial 
strife for that matter) (Thelen, 2000: 157). Implicit in her account, however, is that large 
firms are disproportionately dependent on labor peace�the selection of the companies 
studied shows this; in Bavaria it is firms such as Siemens, AEG and BMW that pressured 
Gesamtmetall to reach an agreement�thereby explaining the large firms’ continuing 

support for the institution of centralized bargaining which provides such peace.29 At this 
stage, Thelen is not explicit about the causes of the advent of the network economy, but her 
argument, I argue, is at best only indirectly or remotely a story about increased trade and 
FDI globalization. Her story stresses the work reorganization triggered by the ‘new terms 
of competition’ emphasizing flexible technologies, innovation and rapid adaptation. In 
short, it is the result of a mix of globalization- and technology-driven change, but where 
the organizational learning from the allegedly superior Japanese models plays the central 

role. 
I identify four mechanisms through which globalization leads to the deepening of 

the small-large firms cleavage. First, economic openness benefits disproportionately those 

                                                 
29 One of the reasons for this is that large firms are on average more unionized, and therefore they fear plant-
level bargaining more. 
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sectors or firms characterized by economies of scales (EOS) and total factor productivity30 
(Frieden and Rogowski, 1996: 38-41). Sectors with economies of scales and large firms are 
most likely to increase their initial advantage over sectors without EOS and smaller firms 
since this advantage grows as global markets expand. Second, compared to domestic-
oriented business strategy, internationalization of production provides several important 
advantages such as the setting-up of cross-border production activities following the 
comparative advantages of nations, the ability to raise money on the international financial 
markets, the internalization of the market for financial capital (i.e., international financial 

transaction where the lender and the borrower belong to the same MNC),31 and a shield 
against exchange rate fluctuations (Vernon, 1987; Hennart, 2000: 93-7; Caves, 1995). 
Third, economic openness benefits disproportionately those sectors or firms already 
internationally experienced (Frieden and Rogowski, 1996: 38-41). Firms already involved 

in international economic transactions may have a significant advantage over 
internationally inexperienced firms due to past actions including accumulation of foreign 
experience through ‘learning by doing’, network of suppliers and customers, and 
information about market conditions, and this lead may even be magnified by each easing 
of international exchange if the knowledge and networks so accumulated are cumulative. 
This explains why compared to SMEs, large firms have a greater ability to alleviate costs 
by relocating the labor-intensive segment of the value-added chain to low-wage countries. 
Fourth, large firms’ export-orientation may indicate possibilities for diversifying market 
targets beyond the vagaries of the domestic business cycles. 

As a whole these four factors have two major implications for domestic labor 
politics. On the one hand, the overall market power of large- and multinational firms is 
disproportionately increased, which in turn enables them to pay higher wages than do 
domestically-owned smaller firms.32 On the other hand, increased participation in world 
markets is associated with adjustments in the small and large firms’ interests and 

preferences. According to Frieden and Rogowski (1996: 40-1),33 the greater ability of large 
firms to reap the benefits from increased economic openness results in large firms’ support 
for liberalization and small firms’ demands for protection. Large firms, thus, will pursue 
liberalization but increased export-dependence implies that these firms put a premium on 
social peace out of fear of losing foreign orders. The reason is the risks are high that with 
production interruption the foreign markets served via exports are instantly occupied by 
                                                 
30 Total factor productivity (TFP) is the consideration of the contribution of a range of factors such as 
amongst others knowledge, technological adoption and adaptation, organization, to economic growth (or 
output), once labor and capital productivity have been discounted (Frieden and Rogowski, 1996: 33). 
31 Not to mention the possibility of transfer pricing – the mispricing of cross-border transactions – which 
helps multinational companies avoid tax by reducing reported revenues and increasing reported expenses 
(Financial Times, 2005). 
32 Many studies across a variety of countries have documented the multinational wage premium. For 
references to such studies covering a range of developed and developing countries, see Scheve and Slaughter 
(2004: 665). 
33 Based on the pioneer work done by Milner (1988). 
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foreign competitors. Small firms, adjusting to the fact that governments are increasingly 
unlikely to deliver protection because of the macro-economic benefits associated with 
globalization (technology, innovation, growth, etc), will voice demands for greater 
differentiation in collective agreements�possibly de-linking their bargaining from that of 
large firms�as a way to solve concerns with costs and competitiveness. 

In short, large firms are more willing at the margin to accommodate union’s 
demands, at the same time creating heightened conflict within the employers’ association. 
Faced with mounting dissatisfaction from one fraction of employers, the employers’ 

organization is left with no other alternative than to try to reform the centralized bargaining 
institution to allow for greater differentiation. And since the adjusted industry-wide 
bargaining institution is supposed to accommodate the needs of the two constituencies, 
employers’ organizations’ devised strategies are likely to reflect the minimum common 

denominator among all employers. And given union opposition, employers are likely to 
introduce change unilaterally. 

 
Comparative Advantage and ‘Purchasing Power’ Ideology 

The fifth claim suggests two conditions that mediate the relationship between 
economic globalization and union wage bargaining strategy and wages. First, trade unions 
in sectors with a revealed comparative advantage (i.e., having more net exports as a 
proportion of sector production or sales) are more likely to support wage militancy. 
Conversely, trade unions in sectors with a revealed comparative disadvantage (i.e., having 
more net imports as a proportion of sector production or sales) are more likely to support 
wage moderation. This is a general claim about changes in the levels of an industry’s 
comparative advantage (disadvantage), involving changes from one level of comparative 
advantage (disadvantage) to another, and the switching of an industry from comparative 
advantage to disadvantage and vice versa. The general logic of such variation is that higher 

net export shares roughly reveal some comparative advantage in international markets, and 
in any event capture short term winning or losing from international competition. 

The logic draws on the specific factors model (or Ricardo-Viner model) of 
international trade theory that predicts that workers in sectors that make intensive use of 
scarce factors (that is, import-competing sectors) to be more negatively affected in the 
short and medium run than those employed in sectors making intensive use of abundant 
factors (i.e., the economy’s export sectors), independently of the workers’ factor 

endowment (i.e., skill level) (Frieden and Rogowski, 1996). In contrast to the Heckscher-
Ohlin model, the Ricardo-Viner model assumes that factors are not (perfectly) mobile 
across sectors at all times, mainly because switching sectors entails significant transaction 
costs such as the acquisition of sector-specific skills. In other words, the model implies that 

the owners of the specific factors in a sector are largely bound to that sector (at least in the 
short and medium run) and predicts that trade will benefit factors that are tied to the export 
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sectors and harm those that are tied to the import-competing sectors (Davidson and 
Matusz, 2004: 9).34 Consequently, workers with sector-specific skills in sectors revealed to 
have a comparative disadvantage will be subject to greater short-term risk of income or 
employment loss, which should translate into greater union support for wage moderation. 

In addition to the direct effect of globalization levels and comparative advantage, 
union ideology mediates the intensity of these effects: greater ‘purchasing power’ ideology 
diminishes the extent to which higher globalization levels or comparative disadvantage 
increase union moderation. ‘Purchasing power’ ideology mediates the effect of 

globalization in that it is an ideology that considers wages as a source of domestic demand 
rather than as a cost of production (or a source of international competitiveness). It is 
premised on the idea that intervention in the economy by means of a strategy based on the 
management of aggregate demand can influence overall levels of growth and employment 

(Hall, 1989). Demand management is assumed to be a powerful lever in times of economic 
recession in particular (i.e., countercyclical demand management). ‘Purchasing power’ 
economic ideas thus prescribe to increase the aggregate purchasing power of workers, 
which implies wage militancy as union bargaining strategy. It should be stressed that 
Keynesianism and ‘purchasing power’ ideas share the basic principle of demand 
management, but Keynesianism is broader, including the use of fiscal and monetary 
policies (Hall, 1989). 

 
Exit-Voice Interaction 

Finally, the study also suggests how plant-level biting and barking interact. In the 
plant-level context biting is defined as exit via FDI (or actual FDI) while barking refers to 
the voicing by employers of threats of production relocation (threatened FDI). It is 
important to remind the reader that the bite-bark metaphor is different than Hirschman’s 
(1970) exit and voice framework in at least one important way. In Hirschman’s original 

framework voice is something about communicating problems that is really analytically 
distinct from exit. Barking, on the other hand, is a story about signaling bite. 

The interaction between biting and barking in plant-level bargaining outcomes is a 
question for which there is little or no theoretical guidance as to what the expected trends 
ought to be. At this early stage in the study of the politics of barking, thus, the findings 
remain speculative. Nonetheless, the study suggests two ways in which biting and barking 
interact in plant-level bargaining. First, past bite strengthens the credibility of employer 

barking. The logic is straightforward and derives from Hirschman’s hypothesis about the 
relationship between exit and voice, namely that voice can be more effective if there is a 
threat of exit (Dowding, John, Mergoupis and van Vugt, 2000: 472). Transposed to the 
bite-bark terminology, it implies that a history of exit via FDI increases the credibility of 
                                                 
34 Here we would expect the emergence of cross-class coalitions along the lines of exporting versus import-
competing sectors (Alt et al., 1996: 692). 
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possible FDI, because exit that has occurred in the past signals that the exit possibility is 
real, and therefore it is likely that it can occur again. 

Second, barking may be loudest when there is doubt about future bite. Loud is 
different than the frequency of barking. It refers to the voicing of exit threats in a 
grandiloquent fashion. In this case, barking is a protective mechanism applied to hide 
certain vulnerability while nevertheless attempting to make an impression. It signifies 
uncertainty about an announced action in a given moment, in other words, it is bluffing. 
This interaction is analogous to the familiar concept in game theory of ‘manipulating risk’, 

where an actor signals intentions to a public or opponents, with the aim of eliciting the 
hoped-for reaction (Schelling, 1966). Importantly, it is precisely under circumstances when 
uncertainty surrounds the possible action that actors can rationally be expected to engage 
in the most signaling to manipulate risk – as when a driver approaching yellow rather than 

a red or green light ought to do most dramatically remove and throw his steering wheel and 
brakes out the window to signal the inevitability of driving through the potentially more 
dangerous intersection. 

 

4.  Research Design 

 

4.1.  Cases Selection 

This research contributes to the unresolved controversy over how economic 
globalization affects industrial relations by investigating the cases of Germany and Brazil. 
The study does not entail a fully fledged comparison, however, since the two political 
economies do not receive an equal amount of attention. The great bulk of the research 
focuses on the German polity, a ‘least likely’ case consistent with a long-ago proposed but 
so frequently dismissed perspective on globalization and industrial relations. At least since 
the early 1990s prominent voices have expressed concerns about the survival of the 
German model of industrial relations as economies grow more interdependent. For 
instance, Wolfgang Streeck (1991) predicted declining union bargaining power as 
employers threaten to relocate production abroad in the context of Europeanization (i.e., 
completion of the 1992 European Single Market). And a subsequent paper (Streeck, 1997) 
argued that German industrial relations institutions were unlikely to remain unharmed by 
the challenges of increased foreign investment opportunities and inflows of cheap labor 
related to the opening of Eastern European markets. 

The German model, however, has proven to be more resilient than initially 
expected. Union density decline became truly significant only in the 1990s, and was 

delayed by the boost in union membership related to re-unification (Ebbinghaus, 2000). 
Kathleen Thelen (2000) emphasized the ambivalence of employers with respect to 
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decentralization, with the small and medium-sized employers (SMEs) and the large firms 
being the major critics and beneficiaries of centralization, respectively. Her 
counterintuitive point about the cross-class interest-based coalition underlying the core 
institution of the German model helped establish what is today widely considered as the 
conventional wisdom, namely a continuing harmony between globalization and organized 
labor (Hall and Soskice, 2001). In any event, although scholars disagree on the sources of 
resiliency�union strength (Turner, 1998) or employers’ vested interests in the existing 
system (Thelen, 2000)�the general message has been of institutional stability or adaptive 

adjustment (Prasad, 2000; Streeck and Rehder, 2003; Hall and Soskice, 2001). Several 
studies have explicitly concluded that globalization had few, if any, implications for 
collective bargaining (Hassel and Schulten, 1998) or wage dispersion (Fitzenberger, 1999; 
Geishecker and Görg, 2004). And where the ‘erosion’ thesis is most strongly proclaimed 

(Hassel, 1999), no role whatsoever is attributed to globalization. 
The stakes and intensity of the debate on the sustainability of non-liberal capitalist 

institutions are particularly high with respect to the German polity. The German model of 
capitalism (or ‘Rheinland’ capitalism) has been depicted as the paragon of the ‘coordinated 
market economy’. Forming a cohesive system, its mix of interdependent institutions – 
including the financial, educational and training, industrial relations and inter-company 
governance systems – seem to be best suited to provide a viable alternative to the ‘liberal 
market economies’, suggesting functional equivalents in the organization of production 
which are equally competitive in global markets (Hall and Soskice, 2001; Berger, 1996). In 
other words, what is at stake is the ‘high road’ strategy to international competitiveness 
based on high wages, skilled labor and product specialization that came to be referred to as 
‘diversified quality production’ (Streeck, 1991). In short, trends in Germany may illustrate, 
a fortiori, what is visible in other developed (coordinated) market economies, given how 
the German model of industrial relations compares to the less entrenched works council, 

union organization and employers associations prevailing in other countries. 
Most importantly, the German economy is a ‘social market economy’ (Soziale 

Marktwirtschaft). An inherent component of the organization of this socioeconomic system 
is the furthering of employee interests (Visser and van Ruysseveldt, 1996: 124). 
Employees and their representative organizations have gained a stable and well-protected 
position not only in industrial relations but also in the broader socio-economic decision-
making process. Sectoral bargaining, statutory co-determination rights and a dual system 

of education and training are among the most important features. Encompassing unions 
and employers’ associations have been instrumental in creating the post-war ‘social 
partnership’ that has minimized industrial conflict and brought stability to industrial 
relations (Schroeder and Silvia, 2005: 2). This institutionalized cooperation between labor 

and management has led to incremental change through ‘negotiated adjustment’ (Thelen, 
1991). In addition, strong economic performance has been achieved in combination with 
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relatively low income inequality (Streeck, 1997; Goodin, Headey, Muffels and Dirven, 
1999), not least because of generous state-sponsored welfare programs. All this suggests a 
more humane way of organizing the socio-economic life, and raises the question whether 
countries can continue to humanely navigate the world economy. 

The logic behind a second country case study is to test the generalizability of the 
claims developed in the German setting. To provide a harder test of the external validity of 
the claims, I choose a case that is most different in terms of economic development, 
geographical location and history -- providing good reasons to doubt whether globalization 

will yield outcomes and patterns comparable to the German story. In particular, the case 
should combine two conditions: on the one hand it should differ from Germany across 
most non-globalization factors thought relevant to industrial relations developments; on the 
other hand it should share with Germany broad presence of and variation in globalization, 

and basic units of industrial relations. Meeting such conditions, of course, entails following 
a ‘most different’ research design (or Mill’s method of agreement, Przeworski and Teune, 
1970), where the objective is to find the same causal factor yielding similar or comparable 
processes and/or outcomes across otherwise very different cases. 

Brazil is a country that roughly fulfils these ‘most different’ design criteria 
compared to the German case. To start with, Germany and Brazil differ hugely across a 
large number of factors relevant to the study of labor politics. First, and most importantly, 
the two countries greatly vary in their degree of economic development (measured, for 
instance, by GDP per capita), with Germany belonging to the group of advanced industrial 
economies and Brazil to that of the developing countries, a consequence of different 
historical trajectories of economic development (early vs. late industrializer). This helps 
explain varying degrees of strength and entrenchment of the two national labor movements 
given the different time spans over which the structuration and growth of industrial trade 
unionism have taken place. 

Second, the political regimes in the two countries differed in the post World War II 
period, with post-war Germany exhibiting stable democratic politics and Brazil alternating 
between democratic and authoritarian rule -- with the right-wing military regime between 
1964-1985 openly repressing organized labor (Skidmore, 1988). 

Third, although Germany and Brazil both have corporatist arrangements of interest 
representation (Visser and van Ruysseveldt, 1996; Erickson, 1977), the concrete form that 
corporatism takes varies considerably across the two countries. In the former, not only do 

the employee and employer associations enjoy a large degree of organizational autonomy 
(e.g., in financial matters), but the principle of Tarifautonomie also guarantees the 
autonomy of the social partners in negotiating collective agreements without state 
interference. In the latter, ‘state corporatism’ entails a ‘process of incorporation from 

above’ whereby the state grants a number of benefits and incentives through the corporatist 
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framework in view of controlling the internal affairs of the interest groups (Barros, 1999; 
Boito, 1991; see Chapter Four). 

Fourth, while inflation was kept under control in Germany in recent decades, Brazil 
experienced hyperinflation in the 1980s as a result of the fiscal crisis of the state partly 
related to the exhaustion of the import-substitution industrialization strategy, and only in 
1994 did the economy stabilize under the Real Plan. Inflationary periods do affect union 
organization, strength and bargaining strategy (Sola, 1988). 

Finally, Germany and Brazil are also very different in their geographic location 

(Latin America vs. Europe), implying different broad historical and cultural references and 
influences, and very different political and economic influences from neighboring states 
and regional institutions. 

Simultaneously, a research design combining Germany and Brazil presents the 

advantage of providing common units of industrial relations, and variation in the levels and 
forms of globalization whose relationship this study seeks to investigate. 

Most importantly, the two cases share all globalization faces and variation in the 
levels of globalization. Indeed, both Germany and Brazil are integrated into the world 
economy through trade and foreign direct investment, and open to trade and foreign 
investment flows as government policies gradually reduced the impediments to the 
international mobility of goods and investment. And both share variation in globalization 
levels and openness at the level of the different units of industrial relations. With regard to 
works council bargaining, the study is on factories belonging to different economic 
branches of the metal industry that vary in their degree of trade and FDI flows, biting and 
barking, with reference to change over time in factory exposure to international 
competition. As far as wage bargaining is concerned, variation in globalization is mainly 
achieved through longitudinal analysis of developments in the metalworking industries, but 
also through consideration of the chemicals industry (and textiles in the case of Germany). 

Finally, the investigation of wage bargaining centralization in Germany focuses on 
developments in the metalworking industry, yielding variation in globalization over time, 
while in Brazil it focuses mainly on the metal industry in the State of São Paulo (see 
below) but also on chemicals and metal in the State of Minas Gerais, yielding longitudinal 
and cross-sectional variation in globalization levels. 

Consider, further, the similarities in the basic units of industrial relations. The two 
cases are indeed similar as far as the main components and levels of industrial relations of 

interest are concerned. Wage bargaining takes place at the industry-level, implying that 
unions face similar incentive structures in that they operate in an ‘intermediate structure’ of 
bargaining (Calmfors and Driffill, 1988; Arbache 2001: 17). Also, the main industry under 
investigation�metalworking�is a broad and heterogeneous industrial sector comprising a 

wide range of branches with firms of varying size, of which one�the car industry�plays 
a leading role. Furthermore, independent institutionalized channels for workplace 
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negotiations over mainly non-wage aspects of employment contracts exist in both 
countries. In Germany employees have a right to set up a works council in establishments 
with more than five employees (Weiss and Schmidt, 2000: 188-9). In Brazil employers and 
elements within the labor movement have long opposed institutionalized forms of factory-
level employee participation, such that works councils, known as comissão de fábrica or 
factory commission, are established on a voluntary basis and in most cases through 
political struggles. And factory commissions have remained pretty much a marginal 
phenomenon outside the range of influence of CUT, the Single Workers’ Centre (Central 

Única dos Trabalhadores), and outside the industrial suburb of São Paulo more 
specifically. But in metalworking locused in that industrial district, the coverage rate of 
employees by factory commissions equaled 46 percent in 1989 (Rodrigues, 1991: 158) -- 
almost identical to the rate of coverage of employees in the German private sector in 1990 

(45.4 percent) (Hassel, 1999: Table 2). 
For these and other reasons, the present study’s research on globalization and labor 

politics in Brazil is limited to an analysis of developments in the metal industry in the State 
of São Paulo. Focusing on the metalworking union CUT in the State of São Paulo allows 
consideration of how globalization affects two different levels of organized labor, 
including the institution of bargaining centralization -- which a focus on the entire 
Brazilian metal industry would not permit. This is because collective bargaining in the 
Brazilian metal industry is fragmented across the national territory, with very little, if any 
at all, bargaining coordination across States of the Federation. The incidence of bargaining 
cooperation or coordination within a single State is pretty low, with the major exceptions 
of the States of São Paulo and Minas Gerais, and the ‘base-dates’ for negotiation are not 
harmonized across the different bargaining units. And for practical reasons too, it would go 
well beyond the scope of this dissertation to draw a fuller picture of developments in the 
Brazilian metal industry. 

The focus is also on the São Paulo industry because the other major pole for the 
manufacturing of metal goods, Manaus, is subject to particular rules because of its status as 
an Export Processing Zone. Importantly, in exchange for a commitment to exporting, firms 
that settle in Manaus receive tax rebates, and as a result capital is less mobile than 
elsewhere. Manaus presents too many idiosyncrasies and should be studied for its own 
sake. 

Finally, the metal industry in the State of São Paulo remains a good proxy for the 

Brazilian metal industry because of São Paulo’s great share in total Brazilian metalworking 
GDP, and because of the influential role played by the metalworking unions of São Paulo 
in national labor affairs as a result of history. Although it is a misuse of language, the 
Brazilian metal industry and the metal industry in São Paulo State are used interchangeably 

throughout this study. 
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Another similarity in the basic units of industrial relations is that IG Metall 
(Industriegewerkschaft Metall, the metalworkers’ union) and CNM/CUT (Confederação 

Nacional dos Metalúrgicos da CUT, or CNM, the National Confederation of 
Metalworkers’ Unions affiliated to CUT), or FEM/CUT-SP for that matter (Federação dos 

Sindicatos de Metalúrgicos da CUT-SP, or FEM/CUT, the Federation of Metalworkers’ 
Unions affiliated to CUT in São Paulo), are similar kinds of unions. They are the (or 
among the) most important single unions in their respective country, and enjoy huge 
political influence. And they also share similar ideas with respect to the goals of trade 

unionism and to what their function in society ought to be. For instance, IG Metall and the 
German model of industrial relations, and industry-wide bargaining coordinated at the 
national level in particular, have long been and continue to be the reference of what ought 
to be achieved for the Brazilian metalworking union leadership. Moreover, both are left-

leaning politically, and actively engaged in international unionism (e.g., both participate in 
the Observatory Social project) which they consider a progressive agenda in times of 
globalization. 

Finally, Germany and Brazil are federal states, with power shared between the 
Länder or Estados and the federal government, relevant to identifying whether 
globalization might influence industrial relations via internal competition in Brazil as well 
as Germany. The states of the federation retain considerable autonomy in matters of 
economic decision-making and promotion, and through various kinds of economic policies 
and incentives they try to influence private investment decisions, which can give rise to 
heightened competition between states for investment and employment. Also, there are 
great economic disparities between regions within the two federations, with the major 
fracture lines being between East and West in Germany and between North/North-East and 
South/South-East in Brazil. 

Beyond the direct interest in better understanding how labor politics is changing 

under globalization across the developed and developing worlds, however, there are two 
further reasons why Brazil is particularly well-suited for examination alongside Germany. 
And it refers to the broader implications of this thesis project. Firstly, both CNM/CUT and 
IG Metall provide big contingents of rank-and-file to the main political party on the Left, 
the SPD and PT, respectively. Change in the constitution, organization or strength of the 
labor movement, by renewing the base of support of political parties, is likely to involve 
far-reaching implications for the trajectory of Left parties and for politics more generally 

(Samuels, 2004). Of particular concern here is the extent to which globalization has 
consequences for party politics by way of altering the constituency and strength of trade 
unions. 

Secondly, both unions are the main creative powers (Gestaltungskraft) within the 

labor movement in countries that play very important geopolitical roles at continental level 
due to their sheer economic, territorial and demographic size. For instance, if increased 
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regional, supra-national collective bargaining coordination or labor market regulation were 
ever to deepen in the near future in Europe or in the Southern Cone of Latin America, it is 
likely to happen under the leadership of CNM/CUT and IG Metall (Gollbach and Schulten, 
2000). In short, by studying these two labor movements and the way in which they respond 
to the challenge of economic globalization we may not only assess what is left of left 
unionism worldwide under contemporary globalization but also map out the possible 
futures for organized labor. 

 

4.2.  Methodology and Data Collection 

To answer the research questions raised in this project requires the use of 
qualitative methods. Interviews with participants involved in labor politics at different 
levels of representation provide a crucial source of information to study the ‘hidden’ 
politics of globalization. Only the testimony of participants allows us to capture not only 
whether openness to flows informs the bargaining strategies of actors but also the politics 
of barking. In total, I have conducted more than hundred interviews with works councilors, 
trade union leaders, HRM managers, plant mangers and employers involved in collective 
bargaining between October 2002 and December 2005.35 

‘Hard’ data are essentially of two kinds: primary source material on bargaining 
processes and agreements and on company and factory history, on the one hand, and 
descriptive statistics, on the other hand. Research has included an extensive review of 

annual reports of companies, factory and company bargaining agreements (when 
available), works councils internal documents, employer organizations’ annual reports, 
studies and campaign material, trade union publications, collective agreements and archive 
documents on collective bargaining rounds. And where possible and useful, actors’ 

positions and perceptions have been documented with the help of newspapers clippings 
drawn from several sources. 

Analysis of works councils bargaining in Germany draws mainly on the material 
collected during personal visits to all factories that constitute my sample (see Chapter 
Three). As a rule, I have interviewed at a minimum one member of the works council, 
usually the chairman or deputy chairman of the works councils, and one representative of 

                                                 
35 I carried out 75 interviews in Germany, of which 57 (or three quarters) were with participants involved in 
plant- or company-level labor politics and 18 (or one quarter) with unionists and employers dealing with 
industry-wide collective bargaining. In Brazil, I conducted 38 interviews in total, of which 16 (or roughly 
two fifth) were at the company- or plant-level and 22 (or three fifth) at the industry-level. The greater 
proportion of interviews conducted at the factory-level in Germany compared to Brazil is explained by the 
much greater sample of factories (nine against two) and the more detailed analysis performed in the German 
works councils setting. Some of the interviews were performed as part of pilot fieldwork trips in companies 
or factories that in the end were not retained for study in this dissertation. As a rule the interviews were not 
recorded, implying that the quotations of interviewees are based on interview notes. 



 35 

the factory, either the HR manager or the plant- or production-manager.36 In the majority 
of the cases, however, to broaden or double-check information, I interviewed a second 
councilor and/or made several follow-up telephone calls such that in average I had three 
conversations with plant-level workers representatives per plant. And to investigate 
company-wide developments or trends, I have also interviewed trade unionists sitting on 
the supervisory board and/or the chairman of the central works council in each of the three 
companies to which the nine factories belong. The history of plant-level labor relations has 
been reconstructed based on the interviews, and depending on availability, plant-level 

bargaining agreements, various kinds of company documents (i.e, history of the factory, 
overview of production processes), review of the last 10-15 years of works councils 
internal publications, and employment and other data provided by the HR department or 
the works council. 

The study of sectoral labor politics draws on a multitude of sources. First, the basic 
‘facts’ covering the last thirty years or so of collective bargaining rounds emanate from the 
collective bargaining archive of the union-close WSI. Second, I have consulted a wide 
range of material provided by the social partners, including the peak employer 
organization’s annual reports covering the period 1989-2000, which document employers’ 
claims and assessment of bargaining outcomes, trade union and employer campaign 
leaflets and brochures, studies, as well as aggregate data on industry developments. Third, 
I interviewed altogether 13 trade union leaders directly (negotiators) or indirectly (e.g., 
members of collective bargaining departments) involved in collective bargaining in six 
different bargaining areas (Tarifgebiete), and six employer representatives in three 
different bargaining districts. Fourth, I have relied on secondary source literature on 
German industrial relations. 

I use several measures of trade and FDI globalization at different levels of industry-
aggregation. Branch-, industry-, and sector-level total trade and/or comparative advantage 

have been compiled based on exports, imports and production statistics taken from several 
sources: Statistisches Bundesamt (various series and years); Zentralverband 
Elektrotechnik- und Elektronikindustrie e.V. (ZVEI); and Verband Deutscher Maschinen- 

und Anlagenbau (VDMA). FDI globalization is measured by the share of foreign to 
domestic employment. This is because foreign employment statistics are more reliable than 
FDI stock expressed in national currency as the value of the latter varies with exchange 
rate fluctuations (Dörrenbächer, 2000). As far as factory bargaining is concerned, the 

history of the internationalization of the business segments (or division) to which the 
factories belong has been documented by reviewing 10-15 years of companies’ annual 
reports, the International Investment Monitor (Internationaler Investitions Monitor, or 
FAST database, several years) and company newspaper clippings gathered by the FAST 
                                                 
36 In only one case�the Transportation Systems plant in Uerdingen�was I unable to talk to a manager, 
despite plenty of attempts on my part to obtain an appointment. 
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(Forschungsgemeinschaft für Außenwirtschaft, Struktur- und Technologiepolitik) institute, 
as well as factory documents. This disaggregated measure of FDI is based on company 
(annual) reports and on division and company statistics kindly provided by the companies 
and the central works councils. I also considered industry- (at the two digit NACE 
classification) and sector-level FDI, based on statistics found in databases published by the 
Deutsche Bundesbank and the Statistisches Bundesamt. 

In Brazil, the plant-level analysis relies on one informant (councilor) interviewed 
twice in each of the two factories,37 on bargaining agreements generously provided by the 

trade union, and on extensive use of the existing secondary source literature on labor 
relations in these companies. The analysis of sectoral labor politics draws on the 
consideration of bargaining agreements, union campaign material and assessments of these 
campaigns, the consultation of the SACC-DIEESE database (Sistema de Acompanhamento 

de Contratações Coletivas, Departamento de Estatística e Estudos Socio-Econômicos) for 
recently negotiated wages, and existing scholarly work on the history and development of 
wage bargaining and industrial relations over the last fifteen years or so. This has been 
complemented by the insights gained from 22 interviews with representatives of labor (18) 
and capital (4) directly or more remotely involved in collective bargaining. Trade and FDI 
statistics were compiled using data from various employers’ organizations in the metal 
industry (Abinee, Anfavea, Sindipeças) and from the central bank (Banco Central do 

Brasil). It has to be noted that the globalization indicators are not directly comparable 
across cases due to the absence of production statistics (I have used sales instead) and to 
measures of FDI flows expressed in national currency in Brazil. 

 
 
 
 

 
 
 
 
 

                                                 
37 The fact that I did not interview representatives of management can be seen as a potential source of bias. 
But I double-checked the interview information with ‘hard’ factory- and company-material as well as 
existing studies on those factories. There are reasons, however, why I was not able to talk to managers. In 
one case, the factory had closed one year prior to my first fieldwork trip to Brazil, and reconstruction of labor 
politics in that case relied mainly on archive work at the trade union office where there happened to be a 
union leader who used to be a works councilor at that factory. But an ex-manager of the company was not at 
hand. In the second case, my choice was informed by the extensiveness of the available information as well 
as the opportunity cost of interviewing such manager (which would have been at the expense of interviewing 
an employer dealing with collective bargaining). 
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Chapter Three.  The Dogs That Sometimes Bark: Globalization and 
Works Council Bargaining 

 
The study below seeks to answer two important empirical questions about how 

globalization affects works council bargaining. First and most importantly, what are the 

effects of various measures of international economic openness – FDI and trade flows, and 
openness to such flows – for works council bargaining? Does globalization appear to 
trigger more, less, or have little effect on the concessions made by works councils in their 
bargaining strategies or in the agreements they conclude with employers? Second, what is 

the relationship between actual (‘bite’) and threatened/signaled (‘bark’) exit or competitive 
pressure in works council bargaining? Are the level or influence of barking at all affected 
by levels of past biting? These are questions for which there is little theoretical guidance as 
to what the expected trends ought to be, and are thus empirical, and hitherto unexamined, 
questions important to understanding the future of industrial relations in an age of 
economic openness. To avoid any confusion, it should be stressed that the focus here is on 
works council bargaining outcomes and not on the works council as an institution. 

 

Part One.  Globalization and Works Council Bargaining in Germany38 

 
Part One studies the above mentioned questions in the context of the German metal 

industry. The research method is qualitative case-study, and relies on interviews with 
participants realized during personal visits to each of the factories, and consideration of 
bargaining agreements, company and internal works councils’ documents, and 
newspapers’ clippings. Part One is divided into three sections. The first describes the 
sample, operationalizes and measures globalization and works council bargaining patterns 
for all factories. Section two examines the impact of various measures of economic 
globalization for works council bargaining. The last section, finally, looks at the 
relationship between actual (‘bite’) and threatened/signaled (‘bark’) exit or competitive 
pressure in works council bargaining. 

 
 
 

                                                 
38 I thank SAGE for permission to reproduce large parts of the article published in the European Journal of 
Industrial Relations, 12(3) (see Raess and Burgoon, 2006). Note that the analysis here is based on a sample 
of nine factories, compared to eight in the article version. 



 38 

1.  The Cases 

 
To understand how globalization’s barking and biting affect works council 

bargaining I consider nine factories belonging to the electronics, machine tool and 
transport equipment branches of the German metal industry: seven are from Siemens, the 
largest German electrical engineering and electronics company; one from Bosch-Siemens 

Hausgeräte (Bosch-Siemens joint venture, BSH), the world’s third-largest maker of 
domestic appliances; and one from Miele, a family-owned manufacturer of household 
appliances. These cases capture significant variation in the extent of trade and foreign 
investment openness and flows – in the barking and biting whose influence I want to 

investigate – while controlling for the influence of a range of other conditions, such as 
broad capital-intensity and skill-levels.39 Comparing the seven Siemens factories has the 
added advantage of capturing such variation, while at the same time providing some 
control on corporate culture that might influence plant-level bargaining and mask the 
effects of globalization. 

The seven capture variation because the plant-level works councils have significant 
autonomy in negotiating non-wage working conditions and vary in their international 
exposure. This is due to the de-centralized decision-making in Siemens plants. Strategic 
decisions such as investment, foreign acquisition or disposals are formulated by division 
management, whereby internationalization of business segments occurs independently 
from one another, with potentially different effects on conditions across divisions. And 
German co-determination law grants local works councils rights to negotiate over a wide 
range of work conditions, militating against company-level harmonizing effects. While the 
central works council (Gesamtbetriebsrat) always tries to achieve general agreements, the 

low unionization rate, heterogeneity of employees, and conglomerate structure explain why 
Siemens central council has failed to establish central rules binding all works councils. For 
instance, the IG Metall-dominated central works council was not able to control the spread 
of temporary work. In 2002 28 and 30 percent of the workforce in the Kamp-Lintfort 
(mobile phones, Information and Communication Mobile division, ICM) and Berlin 
(equipment used for power distribution, Power Transmission and Distribution division, 
Power Automation unit, PTD-PA) factories, respectively, were employed by temporary 

agencies (Mitbestimmung, 2001; Interview with Peter Standfuß, chairman of the works 
council PTD-PA Berlin, Oct. 21, 2002).40 Many other Siemens councilors have been 

                                                 
39 This is because the cases share similar plant composition, combining on-the-site R&D and manufacturing. 
Kädtler and Sperling (2002: 141) refer to such plants as ‘strategic’ plants. 
40 While Kamp-Lintfort may be an exception due to high seasonal fluctuations in product demand 
(concentrated over the Christmas period) (Interview with Ralf Heckmann, chairman of the Siemens central 
works council, Jan. 20, 2003), the same cannot be said about PTD-PA Berlin where the works council has 
sided with management over the issue since 2001 (Interview with P. Standfuß, Oct. 21, 2002). 
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appalled by what they consider social dumping (Interview with Wolfgang Müller, 
responsible for the Siemens project, IG Metall Bavaria, Jan. 15, 2003). 

And yet these plants are all subject to the influence of Siemens corporate culture, 
independent of plant-level size, economic openness, or local union strength. Siemens has 
long displayed a peculiar corporate identity, know as ‘Siemens family’ (Siemens-Familie), 
characterized by the cultivation of a feeling of belonging and a spirit of collaboration 
supposedly serving employee welfare as much as company profitability (Delius, 1972: 91-
3; Schuhler, 2003).41 Still, there is no complete control on corporate culture, as the 

Uerdingen factory (train and tram wagon building, Transportation Systems, TS) displays a 
company culture distinct from that of the Siemens AG due to the strong corporate identity 
and tradition inherited from the Duewag AG that survived despite Siemens majority 
ownership acquisition in 1989, not least because of the existence of a separate central 

works council throughout the 1990s -- full incorporation into Siemens occurred only in 
2001 (Interview with Hans-Jürgen Frank, deputy chairman of the works council TS 
Uerdingen, Apr. 10, 2003; Siemens, Annual Report, 2001: 33). And, of course, BSH and 
Miele capture further variation in corporate culture and management styles. Similarly, 
corporate strategy, such as Siemens’ decisive step toward ‘shareholder value’ orientation in 
November 1998 (adoption of the ‘10-points’ program), might unleash central forces which, 
if not leading to uniform conditions across plants, may trigger an identical direction of 
change. Increased ‘shareholder value’ orientation (i.e., increased financial or portfolio 
globalization) entails corporate restructuring programs, such as facelift of corporate 
portfolio to focus on core competences, abolition of cross-subsidization, and subordination 
of decision-making to the overarching goal of increasing stock market capitalization, all of 
which markedly raise market discipline at the plant-level. These common pressures 
provide, therefore, a harder test of whether differences across plants in globalization might 
have an influence despite strong pressures at the company level for a particular direction in 

bargaining. 
 

1.1.  Globalization: Measuring Biting and Barking 

As summarized in Table 3.1, the cases capture significant variation in various faces 
of globalization. I consider several measures of globalization flows that works councils 

face. The main measure is FDI openness of a particular (company) division, measured by 
foreign employment as a percentage of total employment (average of 1999, 2001 and 
2002). The Siemens business segments surveyed cover high, intermediate and low levels of 
FDI openness: for instance, Siemens Medical division (Med) and Siemens Transportation 

                                                 
41 Some claim that the mass dismissals at the Information and Communication Network (ICN) site in Munich 
(München Hofmannstrasse) in summer 2002 sealed a change in the Siemens corporate culture (Schuhler; 
2003). 



 

Company BSH Miele
Division Med A&D A&D A&D ICM PG TS
Plant location Erlangen Amberg Cham Erlangen Bocholt Mülheim Krefeld Dillingen Gütersloh
FDI openness 
     Division a 71 54 54 54 52 50 36 54 23

     Industry b 30 42 42 42 40 22 22 22 22
     ‘Bite’ 4 3 2 1 2 2 0 1 1

Trade openness c 129 (+3) 73 (+35) 73 (+35) 40 (+23) 55 (+14) 135 (+51) 52 (+13) 79 (+24) 79 (+24)

‘Bark’ d 2 4 3 3 5 0 0 3 1
Employment 
     Level (12/2002) 5700 3600 680 3000 2750 3200 2150 2400 4950
     Change (1990-2002) -32 -25 -35 5 45 e -23  -13 f -2 17

Skill profile (2003) g 95 25 36 ~ 40 ~ 55 85 95 15 21
R&D/sales ratio (2001) 8,3 3,7 3,7 3,7 8,6 3,1 7,2 2,4 ~ 2.4
Union density (2003) 26 41 65 18 n/a 57 45 46 35

Sources: Deutsche Bundesbank (various years) Kapitalverflechtung mit dem Ausland ; Statistisches Bundesamt (various years) Produzierendes Gewerbe, Fachserie 4, Reihe 4.1.1. ; Stat. 
Bund. (various years) Produzierendes Gewerbe, F. 4, R. 3.1. ; Stat. Bund. (various years), Aussenhandel, F. 7, R. 1 ; Zentralverband Elektrotechnik- und Elektronikindustrie e.V. (ZVEI) 
and Verband Deutscher Maschinen- und Anlagenbau (VDMA), production and foreign trade statistics; SEC (2001); Siemens AG (2001); and data provided by Siemens, Siemens Central 
Works Council, BSH, Miele. 

e 1994-2002.
f In 2000, the TS Light Rail plant in Düsseldorf shut down and activities were concentrated in Uerdingen (TR, trains). Our employment measure for 2002 includes both LR and TR 
segments; so the 1990 figure sums employment at both sites.       

Notes
a For BSH and Miele, company-level FDI.
b Foreign employment as a percentage of total employment, averaged 1995-2000. 
c Branch-level (1995-2000). For TS, average of 1995, 1998, and 2001. In parentheses change in percent between 1995 and 2000.  

Table 3.1:  Plants Studied, Selected Characteristics

g Share of workers with three-or-more years apprenticeship to the total workforce employed in manufacturing.

Siemens 

d ICM Bocholt=very high=5; A&D Amberg=high=4; A&D Cham=sporadic=3.
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System (TS) are at the opposite end of the scale with foreign employment shares of 71 and 
36 percent, respectively, while the Power Generation (PG) division has been one of the 
fastest internationalizing Siemens division, with foreign employment rising from 6 to 44 
percent between 1990 and 1999, not least due to the 1997 $1.5 billion acquisition of the 
power-generating arm of the US-based Westinghouse. Miele is a case of FDI closure since 
the 23-percent share of foreign employment is almost exclusively in foreign sales. As 
checks of this disaggregated measure of FDI, I considered industry-level FDI (at the two-
digit NACE classification), and a more qualitative plant-level measure (bite), based on 

interviews with works councilors, human resource managers and plant managers, and 
completed by documents on the history of factories.42 And to consider non-investment 
faces of openness I also measured the share of exports and imports as a percentage of total 
production in Germany at the branch level (averaged 1995-2000). As it turns out, the 

correlation between FDI and trade levels is significantly positive but not very high (.42 
coefficient of correlation between division-level FDI and branch-level trade). 

I also measured the incidence of ‘barking’, that is the frequency with which 
employers threaten to move production facilities abroad. Measuring such barking is, of 
course, difficult, but is here based on extensive interviews with participants, as well as 
review of works councils internal documents and bargaining documents. In any event, I did 
find significant variation in such barking across the plants (e.g., barking is common in 
Amberg and especially Bocholt, but inexistent in Mülheim and Uerdingen). 

To consider the effects of other industry characteristics, Table 3.1 also summarizes 
the skill, R&D, and employment profile (levels and change) of the different plants.43 The 
factory in Cham stands out not only because of its small size, but also because it is the only 
sampled establishment lacking on-the-site R&D activities. And moving away from merely 
structural variables, I also consider plant-level unionization rate (IG Metall membership, as 
a percentage of total workforce). Regarding Siemens, mirroring the changing domestic 

employment structure (the white to blue-collar worker ratio passed from 37/63 to 70/30 
between 1970 and 2002), employees have become more heterogeneous and politically 
fragmented, with works councils comprising a variety of groups, not everywhere 
dominated by IG Metall. For instance, the AUB (Arbeitsgemeinschaft Unabhängiger 

Betriebsangehöriger), founded at Siemens in the mid-1970s and ideologically close to 
employers, held the works councils chairmanship at the Erlangen G site for five 
                                                 
42 This last measure correlates highly with the more formal measures (.72 coefficient of correlation with 
division-level FDI), though foreign expansion occurs not only via relocation but also via mergers and 
acquisitions, and greenfield investment. 
43 Railway wagon (Uerdingen), medical equipment (Erlangen), and steam turbine (Mülheim) manufacturing 
requires highly skilled workers (roughly 90 percent of the workforce), while household appliances branch 
makes greater use of unskilled workers. R&D expenditures as a percentage of sales provide an indirect 
measure of plant-level skill profile and of labor substitutability. Based on the Mannheimer Innovation Panel 
scale I found that telecommunication, transportation and medical activities belong to the ‘superior technology 
sector’ (R&D/sales ratio higher than 6.4), automation and power business to the ‘high-technology sector’ 
(share between 2.8 and 6.4), and household appliances to the ‘non-high-technology sector’. 
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consecutive mandates between 1978 and 1994 (IG Metall, 2002b; Interview with Klaus 
Hannemann, chairman of the works council Erlangen G, May 2, 2003). With the notable 
exception of Erlangen F-80, where the AUB has been a serious contender to IG Metall, 
winning the chairmanship for the period 1984-1987,44 political fragmentation has played 
no role in the bargaining under consideration: seven of the studied works councils come 
close to a monopoly of IG Metall representation over the past 10-15 years; and in one case 
(ICM in Bocholt) the contending Christian union has been too weak to challenge the IG 
Metall chairmanship. 

 

1.2.  Measuring Works Councils’ Bargaining Patterns 

To measure works council bargaining patterns I compiled information on co-
determination over working-time, employment contracts and pay. As summarized in Table 
3.2, I classified the factories according to the degree of liberalization of conditions or depth 
of concession bargaining. Five indicators were used to construct the liberalization scale, 
each factory obtaining a score between 0 (most regulated) and 5 (most flexible). The 
indicators were: regular Saturday work without premium payment; working-time 
flexibility, measured by the upper limit of the working-time account; compliance with the 
‘13/18 percent rule’ which allows limited use of 40 hours-week employment contracts; use 
and/or regulation via works agreement of temporary employment contracts; and payment 
systems. 

From the perspective of IG Metall (and hence of the works councils here 
considered), these five items are sensitive topics in that union preference does not allow 
flexibilization of these provisions. That IG Metall endorsed plant-level flexibilization in 
exchange for the reduced working week in 1984 (Thelen, 1991) does not imply that it 

approves all sorts of flexibilization. It opposes generalized Saturday work (Lindecke, 2000: 
9), especially if not accompanied by financial compensation (Hermann, Promberger, 
Seifert and Trinczek, 1999: 105). Working-time accounts are contentious if their upper 
limit is high, since this makes it less likely that employees will work overtime hours at 
premium pay, and that works councils will be able to use co-determination over overtime 
as a bargaining counter over other issues (Lindecke, 2000: 10-1; Hermann et al., 1999: 
162-5).45 For macro-economic employment reasons, IG Metall opposes the non-

compliance with the 13/18 percent rule (i.e., overuse of the 40-hour contracts) (Hermann et

                                                 
44 The results of the works council elections have been as follows: 2002, 15 IG Metall councilors and 6 AUB; 
1998, 18 and 5; 1994, 17 and 6; 1990, 17 and 2; 1987, 12 and 7; 1984, 6 and 7 and 2 independent (material 
kindly provided by the works council Erlangen F-80). 
45 The lower limit is not an issue for most works councilors because workers tend to accumulate hours. I code 
factories with a working-time account upper limit of +150 and above with a 1 (=flexible), given that +160 is 
considered an instance of extreme flexibility (Hermann et al., 1999: 162). 
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Company BSH Miele

Division Med A&D A&D A&D ICM PG TS

Plant location Erlangen Amberg Cham Erlangen Bocholt Mülheim Krefeld Dillingen Gütersloh

Saturday work Yes Yes Yes Yes Yes Yes No No No
Working-time 
account 210 150 150 250 120 250 70 200 70
13/18% quota > 13 12  7-8 < 13 > 18 > 18 < 10 9 8
Temporary 
work a 4 0; 7 0; 15 0 1 0 11 0 0; 2.5

Depth of 
concession  5 4 4 3 3 3 1 2 1

Table 3.2:  Depth of Concessions in Bargaining
Siemens 

prem.prem. prem. h. w. g. p.
Payment 
system b prem. prem. prem.

Own calculations based on material gathered between 12/2002 and 12/2003.

Notes

Source

a Share of temporary workers (Leiharbeiter/Innen ) in workforce and, if applicable, existence of plant-level works 
agreement allowing a certain percentage of temporary workers. The threshold for flexibility is 3 percent.

b Hourly wage (h.r.; Zeitlohn ), group piecework (g.p.; Akkordlohn ) and/or plant-level premium (prem.; Prämienlohn ).

g. p. / 
prem.

 
 
al., 1999: 110-1).46 And whereas IG Metall can tolerate project-based temporary workers, 

it strongly opposes use of such employment on a large scale and/or long-term basis. 
Finally, compared to (group) piecework (Akkordlohn), the performance-related payment 
Prämienlohn entails greater flexibilization as a result of more decentralized regulation 
(Bahnmüller, 2001: 431). In short, flexibilization along any of these dimensions constitutes 
concession bargaining. 

 

2.  The Politics of Biting in Plant-Level Outcomes 

 

For the nine factories under scrutiny, trade and FDI openness appears through 
interviews and correlation to strongly influence labor conditions. In the majority of the 
cases (Med Erlangen, Amberg, Cham, Erlangen F-80, Bocholt and Dillingen), I observe 
significant negative effects on conditions and positive effects on depth of concessions. In 

two other cases (Gütersloh, Mülheim), globalization appears to have more modest effects, 
                                                 
46 In 1990 the social partners introduced a clause in the collective agreement permitting up to 13/18 percent 
of the workforce in a given plant to work 40 hours/week. In the bargaining districts of Frankfurt, Berlin, 
Hamburg and Munich, the number of workers with a longer working time contract cannot exceed 13 percent 
of the total workforce -- excluding the außertarifliche Angestellte (i.e., white collar workers exempt from 
collectively agreed terms). In the districts of Dortmund, Wuppertal, Hannover and Stuttgart, the 18 percent 
rule applies, with the außertarifliche Angestellte included in the total workforce. 
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but in the same directions. And in the remaining case (Uerdingen), I find no effects 
whatsoever. 

Figure 3.1 provides a first impression of the story. It shows the significant positive 
relationship between division-level FDI openness and labor flexibilization for the nine 
plants.47 Although the small number of cases precludes drawing strong inferences, it does 
add depth to the visual impressions of the figure. FDI measures are by far the strongest 
predictors of deeper concessions in works council bargaining (in a simple bivariate 
regression with robust standard errors division-level FDI regressor yields an R-squared of 

.77, t-statistic of 6.19),48 while trade openness is also positively correlated, but the 
relationship is weaker (R-square=.16, t-statistic=1.34).49 Furthermore, measures of skill 
level, R&D expenditure, union density, and employment level reveal no correlation with 
concession bargaining, and when added one-by-one as controls tend only to strengthen 

positive correlation between globalization measures and concessions.50 Finally, 
employment decline only weakly correlates with more concessions (R-square=.23, t-
statistic=-1.33), less than do the globalization measures. 

 

2.1.  FDI Openness and Concession Bargaining: Three Pathways 

Fleshing-out what the broad correlation suggests are the details of how works 
council bargaining has evolved under varying levels of openness over time and across 
plants. The cases suggest, in particular, three different ways in which globalization puts 

plant conditions and works councils under pressure. 
A first scenario involves international benchmarking in the Med, Erlangen F-80, 

BSH and A&D (Automation and Drives) Cham plants. Making use of their integrated 
cross-border operations, employers link success in local bargaining to investment policy. 

The works agreement entails a process of exchange whereby management grants 
investment and/or employment guarantees while the works council agrees to cost-cutting 
or productivity-enhancing programs. 

Developments at the Med factory best illustrate this dynamic. Siemens Med 
manufactures and provides medical equipment and solutions. In 2001 Med was Siemens’ 
second smallest division, accounting for 8.4 percent of total sales (or �7.2bn), and 
employed 30,000 people worldwide (or 6.2 percent of total) (Siemens AG, 2001; SEC 

                                                 
47 At first glance, BSH turns out to be a ‘small’ outlier. If, however, instead of using company level FDI (54 
percent), one measures FDI openness at the level of the division to which the Dillingen factory belongs (32 
percent of the workforce in the dishwasher segment worked abroad in 2002), the positive correlation between 
division FDI and concession becomes stronger. 
48 The alternative plant-level measure of FDI relocation correlates even more strongly with concessions (R-
square=.81; t-stat.=8.69). 
49 This result is robust to a change of time period (e.g. 1990-1994 instead of 1995-2000). 
50 For instance, the control condition enjoying the strongest correlation with depth-of-concessions is R&D 
expenditure, with an R-square of .07 and t-statistic of 0.69. 



 

Fig. 3.1: FDI Openness (Division, 1999-2002) and Concession Bargaining (2003)
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2001). The Erlangen/Forchheim plant is where Siemens activities in the field began, where 
the division management is located and where half of the medical business segments are 
headquartered (Financial Times, 2002c; SEC, 2001).51 It far outweighs the two other 
German Med sites, and a clear division of labor (Kemnath, mechanical components, 900 
employees in 2002; Rudoldtsadt, X-ray tubes, 250) precludes domestic competition for 
investment (Interview with Werner Mönius, chairman of the works council Med Erlangen, 
Jan. 7, 2003).52 Between 1990 and 1998 employment declined from 8,300 to 4,900 and the 
share of wage earners passed from 39 to 24 percent (down to 20 percent in 2002). 

Cappelli (1985: 94) has put forward reasons why large firms tend to be more 
competitive than smaller ones, yielding advantages that may prevent concessions. Newer 
plants�with state-of-the-art capital equipment�tend to be larger, and host workers that 
are less exposed to unemployment risk. Also, larger plants tend to be less vulnerable to 

layoffs and shutdowns because unit costs are lower due to economies of scales. The Med 
factory combines research and development, manufacturing and logistics on the site, and 
due to regular investment it is a state-of-the-art production unit. For instance, the 
computer-tomograph (CT) unit has been awarded the distinction ‘factory of the year’ and 
the first ‘GEO-Award’ (Global Excellence in Operation, New York) (Siemens Welt, 2000-
2001: 41).53 In short, we should expect the least concessions here since the Med plant is the 
largest in the sample. 

But Med is also the most internationalized division, with a 71 percent foreign 
employment share (Table 3.1). With the notable exception of early investment in Sweden, 
the first significant wave of foreign acquisitions was in the late 1980s, aimed at building a 
US market presence.54 During this period, Med also acquired Oxford Magnet Technology 
Ltd, a UK-based developer and manufacturer of super-conductive magnet technology (for 
magnet-resonance imaging). In the 1990s Med expanded to Asia, establishing among 
others hearing-device business in Singapore, CT assembly in a joint-venture project in 

                                                 
51 Computer-tomography, magnet resonance imaging, angiography, special systems and hearing aids. 
Oncology care systems, ultrasound, nuclear medicine, and information technology systems are headquartered 
in the US, while electromedical systems is in Sweden. 
52 Siemens Bensheim (dental systems) was sold in 1997 (as part of the disposal of dental business) and Med 
Dresden (energy and medicine plant) closed down in 2001 (concentration of production, 150-200 workers at 
the time of the shutdown). 
53 Regarding scale economies, up to 800 computer-tomographs are produced annually (Siemens-Welt 2000a: 
47). 
54 The first pacesetter was developed in Sweden in 1958 (Siemens Medical, 2002). Some of the main 
investments in the US include: 1985 acquisition of Pacesetter Systems Inc., Sylmar, CA (600 employees); 
1986 acquisition of the second largest US producer of dental equipment Pelton & Crane (from Bristol-Myers 
Co.), Charlotte, NC (500 employees); 1987 cooperation project with US company Computer Technology & 
Imaging Inc. to develop and manufacture Positronen – Emissions - Tomography (PET); 1987 modernization 
of three plants (nuclear medicine, X-ray and image electronic/Chicago; linear accelerator for cancer 
therapy/Concorde, CA; hearing device/Piscataway, NJ); 1988 acquisition of the electrocardiogram equipper 
Burdick Corp., Milton, Wisconsin (200 employees), and the X-ray equipper Eureka X-Ray Tube Inc., 
Chicago (from Litton Industries); 1992 construction of a new plant in Sylmar, CA (pacemaker business); and 
the 2000 acquisitions of Shared Medical Systems and Acuson (IT solutions and ultrasound, respectively) 
(Siemens AG, various issues; FAST database). 
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Shanghai, and manufacturing operations in Goa (Siemens AG, various issues). By 2001 the 
US was Med’s largest single market accounting for 52 percent of sales (SEC, 2001: 44). 

Around 1993 amidst increased international competition and economic recession, 
Med witnessed reshuffles in the international setup of business and organization of work. 
Most importantly, parts of the hearing device production hitherto assembled in Erlangen 
were relocated to Singapore, and the headquarters of the ultra-sound business was moved 
to the US (Die Spritze, various issues). Simultaneously, management upgraded the 
Erlangen/Forchheim site.55 In 1995 as part of an investment of DM85 million, Med 

inaugurated a production hall for CT in Forchheim, supposedly equipped with the most 
modern CT-production line worldwide (Siemens-Welt, 1995). Upon employers’ impulse, a 
silent revolution in work organization was initiated: just-in-time production method, 
involving reduced stock keeping and greater client orientation, brought about teamwork 

(1995) and premium payment system (1996). According to a works council member, the 
implementation of teamwork was a ‘difficult’ process. And asked about whether the 
council felt pressures to accept the new payment system: 

 
No. We needed six months to find an acceptable agreement for both sides. 
Thus, no pressure. But in our mind it was clear that work was changing. But 
somehow one is under pressure, otherwise employers threaten to relocate 
production to other sites or countries (Interview with Karin Grasser, 
member of the works council Med Erlangen, May 5, 2003). 
 
In June 1997 in the midst of an economic downturn56 and reduction in staff, 

management disclosed plans to build a magnetic resonance (MR) production hall. Internal 
benchmarking by the division management concluded that foreign sites (Oxford in the UK, 
and one in the US) had a 20 percent cost advantage over the Erlangen plant (Tagesspiegel, 

1997). Consequently, local management announced that unless costs could be cut, not only 
would the DM200 million investment be allocated to a foreign site, but also Erlangen-
based MR unit (800 workers) would be relocated abroad. Perceiving the threat as 
‘realistic’, the works council agreed to negotiate (Interview with W. Mönius, Jan. 7, 2003; 
and Interview with K. Grasser, May 5, 2003). In fact, the works council was asked to work 
together with the management of the different business units to find ways of cutting costs. 
According to the council chairman, ‘both sides were determined to do something to 

safeguard the Erlangen MR unit’ (Interview with W. Mönius, Jan. 7, 2003). 

                                                 
55 Between 1992 and 1995, investment included a new hall for the manufacturing of X-ray treatment 
equipment (radiography, Erlangen) and the modernization of the angiography unit (in Forchheim). 
56 Med expected losses of DM170 million for the 1997 fiscal year due to decline in prices (Handelsblatt, 
1997). 
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After more than three months of difficult negotiations, the works council eventually 
agreed far-reaching changes in conditions, including extension of machine running time 
(6:00am to 8:00pm, instead of 6:30pm; provision of key services seven days a week), 
flexible working practices (raising the working-time account’s upper limit from ± 2 weeks 
to ± 4-6 weeks), cancellation of bonuses (abolition of Saturday57 and shift premia), and job 
reclassification according to work content as opposed to qualifications (works agreement 
kindly provided by HR department, Erlangen). Although the preamble to the agreement 
mentions the objective of safeguarding jobs, management has not made any formal pledge 

to suspend dismissals. This translated into an estimated monthly income loss per employee 
of DM300 (Handelsblatt, 1997). IG Metall denounced the works council, bemoaning the 
depth and scope of concessions granted, though management’s demands had been even 
more ambitious, violating the industry-wide collective agreement58 (Interview with Werner 

Mönius, chairman of the works council Med Erlangen, May 5, 2003). Whether other works 
councils bargainers might have reacted differently, in any event, the large scale of Erlangen 
did not stop openness to FDI from sparking substantial concession bargaining -- hence 
undermining Cappelli’s expectation. 

Although less formalized, similar international benchmarking influenced two works 
agreements at Siemens Cham.59 The plant, built in the 1960s, is a branch of the Amberg 
site; the R&D and Personnel departments are integrated and based in Amberg, while two 
separate works councils co-exist. It produces low voltage switches (control and distribution 
of energy, CD, pertaining to Automation and Drives division, A&D) for world markets -- 
75 percent of production is exported. In 2003 CD’s worldwide network of manufacturing 
included factories in the Czech Republic, Turkey, India, China, Canada, the US, Mexico, 
and Brazil (data provided by works council, Amberg). 

The works agreements on a new shift model ‘Vario 4’ (1998) and flexible working 
practices (2003) were ‘pacts for investment and competitiveness’ in that management 

granted investment (SIRIUS 3RV, 3RU, 3RT in 1998, 3VL in 2003) in exchange for 
greater flexibilization.60 The former included introduction of 18 shifts and Saturday work 

                                                 
57 Except when employers assign overtime, provided that the working-time account is full. 
58 These included extension of the working week and limitation of codetermination rights during job 
reclassification. 
59 A 1997 works agreement exchanging an employment and investment guarantee for a break cancellation at 
BSH followed a similar pattern. From the outset, employers questioned the long-standing practice of 
manufacturing new product (here the GV450) in Dillingen. As can be read from the agreement: 
‘Management accepts to drop the ongoing reflections about manufacturing at another site’ (kindly provided 
by works council). The ‘employment and investment pact’ includes new product allocation, guarantee of 
producing 2 million devices annually before considering relocation, employment security for four years, and 
deepening of the value-added through in-sourcing. In return, workers agree to cut down a ten minutes paid 
break (an unpaid break is maintained) while training provision is created out of renunciation of daily three 
minutes break. 
60 Night shift (DM4 premium per shift) was introduced in the late 1980s to respond to greater product 
demand and to make fuller use of the highly automated RAK production line. Similar reasons led to Saturday 
work in 1995 (16th shift, 6:00am-2:30pm), a “revolutionary” decision, even though limited to few workers 
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without premia61 while the latter implied the possibility of regular deployment of 
temporary workers.62 The employer’s insistence on longer machine running time to 
decrease unit costs of high-tech production lines may account for regular Saturday work, 
but does not explain the cancellation of premium pay. Most importantly, then, both 
investment decisions were sealed amidst considerations of alternative foreign and domestic 
locations. However, works council and local management tend to emphasize different 
sources of competition. According to one version, when management sought a site to 
manufacture the new Sirius line in 1998, the factory was competing not only with Amberg 

(where the products were developed) but also with A&D sites in the Czech Republic and 
Turkey -- and foreign competition was perceived as ‘very real’ (Interview with Karl-Heinz 
Riederer, deputy chairman of the works council Cham, May 8, 2003). According to the 
senior engineer, management had planned to manufacture the 3RV and 3RT in Amberg or 

Cham�acknowledging domestic site competition�while low capital investment in the 
Czech Republic was envisaged for the less profitable 3RU63 (Interview with Theresia 
Herden, senior engineer A&D Cham, May 8, and Sept. 11, 2003). According to this 
version, the skill and know-how requirements associated with manufacturing high-tech 
products prevented investment in low-wage countries. And the allocation of the 3VL 
product in 2003 was the result of a ‘backward relocation’ from the US, where it was first 
developed and manufactured but where serious quality problems had emerged. Here, 
according to management, the Cham factory was competing with the German A&D sites in 
Berlin and Passau (Interview with Th. Herden, Sept. 11, 2003), but in the view of the 
works council, site competition also involved Turkey and India (Interview with K.-H. 
Riederer, May 8, 2003). In any event, the 1998 agreement was received with skepticism, 
especially among younger workers (Interview with K.-H. Riederer, May 8, 2003), and 
infuriated both the twin works council and the local IG Metall in Amberg (Interview with 
Volker Jung, chairman of the works council Amberg, Apr. 25, 2003). 

                                                                                                                                                    
(about 100). In 1997, Cham and Amberg introduced a more flexible working-time account (+150; -50). The 
council also supported employer-led initiative to introduce premium remuneration (starting in October 2000) 
as it saw new opportunities to shape payment system after disappointing experiences with hourly wage. 
Flexible reaction on orders implies that Cham is committed to deliver product within 24 hours to any location 
in Germany, requiring flexible deployment of workforce (Interview with Karl-Heinz Riederer, deputy 
chairman of the works council A&D Cham, May 8, 2003; Interview with Theresia Herden, senior engineer 
A&D Cham, May 8, 2003). 
61 18 shifts (Su 11.00pm–Sa 11.00pm) were introduced in one unit representing a third of the workforce (36 
percent in 2003). To sweeten the pill, these workers’ work pattern was reshuffled as follows: four work days 
a week (32 hours), a paid half an hour per work day (two hours/week), an additional work day every quarter, 
and a training measure. Despite all this, the council bemoaned the agreement, depicting concessions as 
“painful” (Interview with K.-H. Riederer, May 8, 2003). 
62 The works agreement also included reshuffling of the working-time model -- termination of “Vario 4” was 
in discussion in May 2003. According to deputy chairman of council, new investment created 60 jobs, even 
though overall employment stagnated due to withdrawal of older lines, but prospects for production 
extension were considered good (Interview with K.-H. Riederer, May 8, 2003). 
63 Here it was decided that the core component of RU, the ALM (Auslösemechanismus), would be produced 
in Trutnov, Czech Republic, but final assembly would be carried out in Cham. 
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The consequences on Amberg64 occur indirectly via a transfer of labor practices 
from its junior partner: Cham council practices ‘social dumping’ mainly in response to 
threatened international competition (although we have seen that domestic competition was 
important as well), and Amberg mimics Cham in order to avoid being sidelined by 
management in the distribution of investment. The Cham works council decision broke a 
four decades-long tradition where the two works councils cooperated to maintain similar 
conditions. And the Personnel department used this split to pressure the Amberg works 
council (Amberg works council activity report, March 2003). Remarkable here is that 

Amberg has only recently moved decisively towards flexibilization (with agreements on 
Saturday and temporary work), which occurred immediately after Cham concluded the 
investment pact in early 2003.65 The long resistance to deregulation can partly be explained 
by strong union presence (union density reached 55 percent in the 1980s) and works 

council loyalty to IG Metall (Interviews with Volker Jung, chairman of the works council 
Amberg, Dec. 20, 2002 and Apr. 25, 2003). 

What accounts for the Cham works council’s behavior? While the council deplores 
concession bargaining, it understands working practices as a bargaining instrument in an 
active strategy to safeguard the site (Interview with K.-H. Riederer, May 8, 2003). Most 
importantly, it perceives the plant to be very vulnerable in times of economic openness. 
Cham is competing for investment with foreign sites, it has been affected twice by small-
scale relocations of labor-intensive products to Trutnov, in the Czech Republic, in 1998,66 

                                                 
64 Manufactured products include switches for low voltage control systems (e.g., SIRIUS) and programmable 
logic controllers (SIMATIC series) for automation technology pertaining to Controls and Distribution (CD) 
and Industrial Automation Systems (AS) business (both A&D division), respectively. Accordingly, the 
factory is organized in two distinct production units: the 50 years old manufacturing plant (Gerätewerk 
Amberg, GWA, about 2,500 workers in 2002) in the low voltage business faces the newer but smaller 
Electronics Plant (Elektronikwerk Amberg, EWA, about 1,000 workers). The Amberg plant is the largest CD 
site and among the biggest Siemens manufacturing sites in Germany (2,500 workers are directly employed in 
manufacturing while 500 engineers carry out R&D activities). Employment has been in steady decline since 
1990, dropping from 4,800 to 4,400 in 1997, down to 3,600 in 2002, with no signs of stabilization (Interview 
with Roman Jürgen Roth, head of Personnel department Amberg, April 28, 2003). 
The factory manufactures high-tech products that are world leaders in technology. For instance, the 
SIMATIC products are the most successful programmable controllers worldwide (Siemens, undated). High 
capital investment especially in EWA implies highly automated production lines which make 
disproportionate use of skilled workers. 
To improve workers’ motivation, internal communication, and strengthen individual competences teamwork 
was introduced in 1996-1997. Works council’s assessment of teamwork has been ambivalent: on the one 
hand, it allows workers to participate actively in problem solving, and on the other hand it fears greater 
identification of workers with the enterprise at the expense of the works council (Oshige, 1999: 65-6). 
65 The following citation illustrates works council’s perception by mid-2003: ‘If productivity does not 
increase according to management’s expectations, then other sites get new products. It is a daily struggle to 
make sure that products are manufactured here. Globalization constrains us, the pressure is there … we talk 
about extortion, nearby there is the Czech Republic, everything we do in this direction [reducing costs, such 
as with introduction of premium pay] aims at improving our competitiveness’ (Interview with V. Jung, Apr. 
25, 2003). 
66 The first, decided on July 9, 1998, was the relocation of an input (the escapement, i.e., the heart of the 3RU 
switcher), affecting 20-25 workers -- solutions in the internal labor market prevented dismissals. The works 
council opposed the decision by presenting counter-expertise and improvement proposals, and even called 
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and has benefited from a ‘backward relocation’ from the US. The proximity to the Czech 
Republic (only some 15 km distant)67 helps explain the sense of vulnerability. But several 
other factors are also important, including plant size,68 declining employment,69 the 
manufacturing orientation of the factory,70 and its profile as a mechanic plant when the 
future lies with electronics plants.71 Finally, working practices at Zollner, the region’s sole 
large metalworking company (4,000 employees, no works council, non-member of the 
employers’ association, two factories in Hungary), also explain why Cham workers feel 
rather privileged despite the concessions they have made (Interview with V. Jung, Apr. 25, 

2003). 
The Erlangen F-80 factory belongs to the A&D division and specializes in 

automation technology systems for machine tools and production equipment (business 
segment Motion Control, MC). It has gone a long way before its 5,600 employees 

worldwide (2002) could claim market leadership ahead of Japanese competitor Fanuc 
(Siemens-Welt, 2002: 13). This can first be illustrated by changing attitudes towards 
Saturday work: whereas the great majority of workers opposed regular Saturday work in 
1989, and that the works council emphatically restated such view in 1995, both were 
resigned to the cancellation of Saturday premium in 2001 (shop steward journal F 80-Blick 
and GWErkschaftsINFO, various issues). What has happened? 

When A&D MC business was close to insolvency in 1992-1993, plant-level social 
partners were given three years to operate a turnaround, which eventually succeeded in 
1995 (Siemens-Welt, 2002: 13). Process-oriented work, tightening of product spectrum 
and greater product standardization, client orientation, and teamwork were among the 
guiding principles of reorganization (Interview with Josef Röhrle, factory manager 
Erlangen F-80, Apr. 23, 2003). While taking initially a critical stance towards teamwork 
and lean production (F 80-Blick, December 1992), the works council eventually endorsed a 
more positive attitude, not least because organizational changes helped to improve 

competitiveness (F 80-Blick, May 1997). To provide an additional incentive to raise 
performance and reduce costs, the performance-related payment Prämienlohn was 

                                                                                                                                                    
the central works council for mediation, but in the end it was not willing to sacrifice collegial plant-level 
relationship. The second concerned bobbin manufacturing, affecting five workplaces. 
67 Among SMEs, SMEs in border regions show greater readiness for relocation (DIHT, 1993). 
68 Siemens planned the closing of the A&D manufacturing plant (231 workers) in Passau, southeast of Cham, 
on 30.09.2003 (IG Metall Passau, 2003), and the Cham works council knew about it. 
69 Employment followed a humped-shaped curve reaching its peak around 1990 (660, 1,050 and 680 workers 
in 1980, 1990, and 2003, respectively). This and the fact that no hiring took place over the last few years 
explain the works council’s great concern with employment (Interview with K.-H. Riederer, May 8, 2003 and 
Aug. 8, 2003). 
70 ‘Regarding manufacturing plants without on-the-site R&D, future prospects are not the best; only through 
an active site policy (including work conditions), sales and other figures can one prove one’s value and 
obtain part of the cake to survive’ (quote reconstituted from interview notes; Interview with K.-H. Riederer, 
May 8, 2003). 
71 For instance, the Amberg Electronics Plant won the ‘fabric of the year’ award (1997) in the most 
significant benchmarking competition in German industry (Siemens, 1997). 
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introduced in 1993-1994 (Interview with Bruno Wägner, chairman of the works council 
Erlangen F-80, Dec. 18, 2002). 

But a major upheaval in working conditions occurred in 2001: 17-shift model with 
the cancellation of Saturday premium, working-time corridor of between 30 and 40 hours, 
and the reduction of the night shift premium (F-80 Blick, November 2001). These items 
were all part of a 1999 management ‘five-point program’ aimed at addressing problems of 
international competitiveness, product demand fluctuations, and greater use of capital-
intensive production equipment (F-80 Blick, November 2001; Interview with J. Röhrle, 

Apr. 23, 2003). The works council’s concessions convinced division management to 
allocate new product (Solutiondrive, Megamaster, Micromaster), initially planned for 
manufacturing at Congleton in the UK, to Erlangen (F-80 Blick, November 2001). 
Nonetheless, this decision created a gulf between the works council and workers, with the 

latter reported to have said ‘you [works council] no longer represent our interests’ (F-80 
Blick, November 2001). But the works council faced a quandary, confronted with 
increased international site competition (including China) and the unappealing alternative 
of job shedding, and gradual employment decline (F-80 Blick, November 2001; Interview 
with Helmut Saffer, deputy chairman of the works council Erlangen F-80, Apr. 22, 2003). 

A second scenario of concession bargaining in the face of economic openness 
involves less-widely shared recognition of opportunities and sees instead employers 
seeking reform confronted with reluctant workers and their representatives. Here, the 
explicit exit threats often provide management with the leeway to push through much 
wanted reforms. Developments in the BSH plant illustrate this scenario. 

BSH72 only recently embarked on a vigorous internationalization strategy. The first 
significant foreign expansion occurred in 1988 with the acquisition of Balay S.A., 
Zaragoza, and Safel group, Pamplona, assuring BSH a dominant position in the Spanish 
white goods market (BSHG, 1989). Its number of plants grew between 1990 and 2003 

from thirteen in three countries to 43 in fifteen (BSH, 2003; Financial Times, 2000), 
adding production sites mainly in low-wage countries (Mexico, Peru, Brazil, US, France, 
Poland, Slovak Republic, Russia, Slovenia, Turkey, China and Thailand) and raising the 
foreign employment share to 56 percent in 2002 (or about 20,000 employees; BSH, 
2002).73 Dishwasher production (PG) is one of the less internationalized segments (foreign 

                                                 
72 Bosch Siemens Hausgeräte GmbH (BSH), headquartered in Munich and owned 50/50 by Siemens and 
Bosch, is the fourth-biggest maker of domestic appliances worldwide (after Whirlpool, Electrolux, and 
General Electric, respectively) and the market leader in Germany and Europe (Financial Times, 2000; 
Siemens AG, Annual Report, 2001). The production profile of the company involves in decreasing 
importance the product groups cooking (28 percent of total sales), cooling (21 percent), washing/drying (20 
percent), dishwashing (16 percent), consumer products (9 percent), and customer service (4 percent) (BSH, 
2001). 
73 The group’s sales practically doubled from DM3,566bn to DM6,498bn between 1985 and 1990, and they 
doubled again in the 1990s, reaching �6,289bn in 2002 (BSHG, 1985, 1990; BSH, 2002, Annual Report). 
Despite all its globalizing efforts, 80 percent of BSH’s sales still came from Western Europe in 2002 
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employment share of 32 percent in 2002), with production highly concentrated in Europe: 
manufacturing is located in Dillingen (2,207 workers), Estella, Spain (92), Montañana, 
Spain (429), New Bern, US (233), and Lodz, Poland (193) (data from Personnel 
department, Dillingen). While the Spanish sites were incorporated with the acquisition of 
Balay SA, Zaragoza, in 1989, PG operations started in 1996 in the US and in 2002 in 
Poland (BSH, various years; BSH, 2003). Reducing costs by expanding production in low-
wage countries has been and remains a core ingredient of BSH’s corporate strategy. As 
David Newkirk, industry specialist at Booz Allen & Hamilton consultancy put it, ‘they 

have managed to combine a Germanic reputation for reliability and quality with low-cost 
manufacturing. In the domestic appliance business, that’s as good a hand as you are likely 
to get’ (quoted in Financial Times, 2000). 

Although internal competition has developed over time between the Spanish and 

German sites,74 Dillingen remains the unchallenged R&D competence centre worldwide. 
Teams of assembly workers, skilled workers from the prefabrication unit, and controllers 
work according to the principle of ‘simultaneous engineering’ to transfer R&D knowledge 
to large-scale manufacturing (Interview with Erik Genath, head of prefabrication, Dillingen 
plant, May 19, 2003). Both, the highly-automated production lines in Spain and in the US 
and the ‘low investment’ (i.e., less-automated) lines in Poland have been assembled and 
tested in Dillingen before being transported abroad (Interview E. Genath, May 19, 2003). 
In the 1980s industry experts believed that only factories with a production capacity of 300 
thousand items a year could survive, and in the early 1990s it was increased to 550 
thousand (IG Metall, 1992: 130). In 2002, Dillingen factory manufactured more than 2.1 
million dishwashers, which illustrates changes in the capital-intensity of production. The 
employment structure has remained relatively stable over the period 1980-2003, with the 
shares of manual and skilled workers to the total workforce staying roughly constant (86 
and 14 percent, respectively), but the number of R&D employees increased significantly 

(from 60 to 137, or four to six percent of total employment, respectively) (data from 
Personnel department, Dillingen). The white goods industry is characterized by low 
investment in R&D (IG Metall, 1992: 140).75 And market saturation has been and remains 
a real problem in the industry (IG Metall, 1992: 142). 

At Dillingen, there is a saying that ‘the head of prefabrication has the money, and 
the head of assembly has the people’ (Interview E. Genath, May 19, 2003). Prefabrication 
consists of the synthetic material unit, the sheet metal forming unit, and an atelier 

producing internal receptacles made of high-grade chrome-nickel-steel (BSH, 2002). From 
a total of 450 (skilled) workers, 300 work directly on the product, 70 on the machines and 

                                                                                                                                                    
(Germany, 27 percent; Western Europe, 51 percent; Eastern Europe, 6 percent; North America, 6 percent; 
Latin America, 3 percent, and Asia, 6 percent) (BSH, 2002, Annual Report). 
74 Competition occurs through the export markets: besides supplying the Iberian market, the Montañana 
factory also produces for other Western and Central European countries (BSH, 2003). 
75 In 2001 BSH spent 2.4 percent of sales in R&D, up from 1.9 percent in 2000 (BSH, 2001). 
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45 in offices. To increase the return on capital investment, long machine running time is 
essential. Unlike the shift model that prevails in assembly, work in prefabrication is 
organized in three shifts from Sunday 10.00pm to Saturday 10.00pm (234 workers in May 
2003), including Saturday premium payment (information provided by Personnel 
department, Dillingen). And on nine assembly lines teams of between 10-15 low-skilled 
workers piece together dishwashers (BSH, 2000). 

A works agreement concluded in 1994 reduced the (voluntary) shift-work premium 
for dual-shift-workers from ten to six percent (a measure restricted to newcomers only). 

According to the preamble of the works agreement, the employer invoked the change in 
‘international competition in the dishwasher market segment’ -- consistent with real 
increases in international trade competition in the early 1990s.76 But early talks reached a 
stalemate when the employer sought to reduce the premium to 4.9 percent, a proposal 

judged unacceptable by the works council given that most workers were engaged in the 
dual-shift-model. The breakthrough came after the employer threatened with the relocation 
of a product line to Spain, which would have displaced 400 jobs (Interview E. Genath, 
May 19, 2003; Interview with Franz Veh, chairman of the works council BSH Dillingen, 
May 20, 2003). 

Barking also induced concession in March 2003, paving the way for regular Sunday 
work in the synthetic spraying unit (21 shifts) (Interview E. Genath, May 19, 2003). 
Confronted with increased demand in one production input (heat exchanger), management 
faced trade-offs between modernizing the unit, increasing machine running time, and 
investing abroad. Works council opposition would have cost Dillingen approximately 80 
jobs as a synthetic spraying hall would have been built in Spain (Interview E. Genath, May 
19, 2003). Here, the bargaining outcome was unrelated to changes in the firm’s economic 
performance.77 

                                                 
76 Import competition (imports divided by domestic production) in the white goods industry increased from 
37 to 46 percent between 1989 and 1990, up to 64 percent in 1994. 
77 Other major changes in conditions at Dillingen plant include ‘working time corridor model’ (on the basis 
of a 38.5-hour week) in 1993, and performance-oriented payment component in 1996. Greater work time 
flexibility was introduced against the background of ‘increased competition in dishwashing market in 
Europe’ in view to react ‘with greater flexibility to market fluctuations’ and reduce costs (preamble of works 
agreement, 1993, provided by works council, Dillingen). Such flexible model allows overcoming seasonal 
fluctuations without having to resort to redundancies (i.e., internal flexibility). 
In short, despite many concessions, Dillingen factory still displays relatively atypical (i.e., more regulated) 
conditions. High unionization rate may account for this situation -- 50 percent among blue-collar workers in 
2003 (74 and 62 percent in 1983 and 1990, respectively). For instance, by May 2003, management had not 
made a single attempt to cancel Saturday premium -- perhaps anticipating workers and council opposition. 
Also, the council chairmen of BSH plants in Germany and IG Metall representative responsible for the white 
goods sector in Frankfurt (who is also a member of BSH supervisory board), who are organized in a network, 
firmly oppose Saturday work without premium and temporary work. At the same time, compared to cooling 
and clothing care, dishwashing faces less international competitive pressure, which might partly explain 
differences in conditions across BSH sites -- e.g., BSH Berlin produces washing machines using a large 
contingent of temporary workers, and depth of concessions has also been far greater at the cooling factory in 
Giengen (joint interview with deputy Wilfred Mähler and other members of the works council BSH 
Dillingen, May 20, 2003). 
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In a third scenario, globalization plays out by altering perceptions, expectations, 
and preferences of employees’ representatives. Siemens ICM factory in Bocholt78 (wireless 
phones) provides a case in point. There, the works council’s co-management partnership 
orientation (to use the terminology of ex-chairman of works council) emerged amidst 
frequent barking (Table 3.1) about rapid structural change in the industry and plant closing 
threat. Liberalization of the German telecommunication market in the early 1990s 
challenged ICM’s stronghold as the major telephone supplier to Deutsche Telekom 
(Siemens, 2002; Interview with Friedrich Schröder, factory manager ICM Bocholt, Oct. 

22, 2003) -- telecommunication witnessed the largest increase in trade competition 
between 1990 and 1994 among the branches of my sample (+87 percent). Consequently, 
production relocation to low-wage countries was generalized: today Siemens Bocholt is the 
only German provider still manufacturing wire and wireless telephones in Germany, 

compared to a dozen in the 1980s (Interview with F. Schröder, Oct. 22, 2003).79 Also, the 
works councils’ ability to overturn a central management decision to close Bocholt in 
1988-1989 (at the expense of Gladbeck, which was shut down in 1991) paved the way for 
greater partnership (Interview with Mr. Boeing, ex-chairman of the works council ICM 
Bocholt, Oct. 23, 2003). Here, barking is de-coupled from formal negotiations, as a result 
of the permanent threat of international competition: according to the factory manager, 
consideration of relocation occurred on a monthly basis (Interview with F. Schröder, Oct. 
22, 2003). 

This structural situation informs the works council’s strategies. Councilors know 
that Siemens ICM is one of the last firms (if not the last) to manufacture in Western 
Europe, and is aware that one major competitor (Philips) has relocated its telephone 
production to low-wage countries. Management and works council do not consider 
production relocation as inevitable, instead they believe that there are viable alternatives to 
upgrade site competitiveness. As one works councilor put it, ‘we increasingly realize that 

we develop entrepreneurial thinking… we realize that we perform entrepreneurial 
activities… we think with management on how to implement measures to remain 
competitive’ (Interview with Michael Stahl, chairman of the works council ICM Bocholt, 

                                                 
78 ICM Germany also includes Kamp-Lintfort (mobile phone production, 2,200 employees in 2003) and 
Leipzig (synthetic components for telephones, about 550 in 2003) factories. In fiscal year 2001, ICM’s 
30,000 employees worldwide generated sales of �11.3bi (Siemens AG, 2001), of which only 18 percent were 
realized in Germany (SEC, 2001). Sixty percent of phones assembled in Bocholt are exported, primarily to 
the EU countries (in particular The Netherlands, Italy, and France), but also to the US, and China (small 
quantities). 
79 Regarding Bocholt, Asia and Eastern Europe (in the 1990s) have replaced Portugal and Spain (1980s) as 
the major source of competition for FDI (Interview with Mr. Boeing, Oct. 23, 2003). And here there is 
evidence that Siemens organizes competition among different production locations worldwide by 
manufacturing the same product at several sites. In 2003, ICM China was producing the lower end wireless 
phones for export to Europe. In the words of the chairman of the works council ‘in such a way we are put 
under pressure because we cannot hold such cost competition’ (Interview with Michael Stahl, chairman of 
the works council ICM Bocholt, Feb. 3, 2003). 
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Feb. 3, 2003).80 Some joint responses have included early introduction of performance-
related payment Prämienlohn (1990), work time flexibility (1996),81 and extension of 
‘unsocial hours’ with the authorization of Saturday and Sunday working (1996).82 

But there is also one case, the TS83 plant in Uerdingen, where globalization appears 
much less important in shaping outcomes, consistent with how the TS works council faces 
low levels of FDI flows, much lower than the factories hitherto considered (Table 3.1). 
Train (TR) and tram (LR, Light Rail) manufacturing are relatively immobile industries, 
linked to how foreign sites are not substitution threats to domestic production, either 

because foreign plants engage other TS product lines (e.g., until 2002 the TS Prague site 
operated exclusively in the metro vehicles segment, Heavy Rail, HR), or because of a clear 
regional division of labor (e.g., the US-based TS/LR factory produces for the North-
American market).84 Also illustrating industry immobility is that the Uerdingen plant has 

been shielded from plant-level FDI and barking (Table 3.1). In short, employers could not 
credibly threaten to move operations abroad, and the works council knew this. This may 
reflect the high-skill profile of the plant and the loss of know-how that FDI or plant closing 
would entail (i.e., human asset specificity) -- Uerdingen is also the worldwide R&D 
competence centre for TR and LR (Interview with Hans-Jürgen Frank, deputy chairman of 

                                                 
80 And when asked about the threat posed by ICM China: ‘Management shows us how others make these 
steps. As long as we find solutions and remain competitive, we can stay. We have to show greater flexibility’. 
81 To illustrate high seasonal fluctuations, 1.4 million items were produced in November 2002 compared to 
750 thousand in January 2003. Internal flexibility is achieved through a corridor model rather than a flexible 
working time account: between October-December individual weekly time can reach 45 hours (with regular 
Sunday work until 2:00pm) while between January-September it can be reduced to 28 (Interview with F. 
Schröder, Oct. 22, 2003; Interview with M. Stahl, Feb. 3, 2003). 
82 Management’s goal with Saturday work, made explicit during negotiations, was to reach longer machine 
utilization without having to carry out investment. 
83 Siemens TS is a leader in global rail industry, offering a broad spectrum of products and services for 
railway transportation, including rolling stock such as Heavy Rail (HR; metro), Locomotive (LM), Light Rail 
(LR; trams) and Trains (TR); rail automation (RA) and electrification (EL); Turnkey Systems (TS); 
Integrated Systems (IS) providing service and maintenance. In fiscal year 2001, TS had sales of �4.0bi, 
accounting for 4.6 percent of total Siemens net sales (Siemens AG, 2001). TS became a global player within 
the interval of a decade (1990s). Global competitors include Bombardier and Alstom, while smaller 
competitors focus on market niches or regional markets (SEC, 2001). 
84 With about 15 manufacturing, assembly and testing units worldwide (ten in Europe and five in Germany), 
head of division H.H. Steffen thinks that the division’s international set up is right, given that Siemens has 
vehicle manufacturing plants in Germany, Austria, the US and China, thereby covering future growth 
markets (Siemens-Welt, 2000b; SEC, 2001). German TS sites include Braunschweig (RA, 2,900 workers), 
Berlin (RA, 1,400), München (LM), Wegberg-Wildenrath (testing center), while division headquarter and 
part of engineering are in Erlangen. Other European sites include Graz (HR, worldwide centre of competence 
for bogies/undercarriages) and Vienna (HR), Prague (HR from 1991-2001, TR since 2002, 800 in 10/2001) in 
the Czech Republic, Montrouge (France, RA, 600), and Wallisellen (Switzerland, RA, 700). Other sites 
include Carlssohn (LR), in the US, and Xi’an (RA, 80) and Zhuzhou (LM components) in China (Siemens 
TS, 2003). In 2000, the LR plant in Düsseldorf was closed down and LR activities were concentrated in 
nearby Uerdingen (Siemens-Welt, 2000b: 10). Even after the 2002 incorporation of TS Prague into TR 
business competition is limited: ‘Siemens Kolejová vozidla… has since [2002] been building there a large-
scale competence center for the manufacturing of rail vehicles for Central and Eastern Europe and other 
markets with similar customer requirements and preferences’ (Siemens Czech Republic, 2002). Works 
councilors, however, fear more systematic international cost comparison between the two sites in the future 
(Interview with J. Matz, May 22, 2003; Interview with H.-J. Frank, May 23, 2003). 
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the works council TS Uerdingen, May 23, 2003). In the second half of the 1990s, in any 
event, management failed to introduce more flexible working conditions, despite frequent 
attempts as broad in scope as elsewhere.85 Consistent with the overall argument, this case 
suggests that employers found it harder to liberalize conditions when deprived of a credible 
exit threat. Also relevant are a high level of union membership (estimated at 45 percent in 
2003) and a tradition of combative unionism and loyalty to IG Metall, which is typical of 
this industry (Interview with Jürgen Matz, chairman of the works council TS Uerdingen, 
May 22, 2003; Interview with H.-J. Frank, May 23, 2003).86 

Strikingly, most changes in the last ten years in factory labor conditions correlate 
with trends in trade and especially FDI openness. The cases highlight a relationship of 
complementarity between trade and FDI openness, implying that more trade and FDI flows 

                                                 
85 The works council vetoed the renewal of flexible working time model (+250; -150) in September 1999 
because management had failed to balance the working-time account within the agreed two years. 
Consequently, the council negotiated a more regulated working time account (± 70 hours). In 1996, 
employers proposed a ‘rolling’ system entailing regular Saturday work, but the works council categorically 
rejected the proposal. Another flawed attempt to modify conditions concerns payment system. In the mid 
1990s, management made an unsuccessful attempt to change piecework into performance-based pay based on 
premium. Plant-level partners could not agree on performance measurement while council bemoaned lack of 
influence on the draft agreement (Interview with H.-J. Frank, May 23, 2003). 
86 With respect to PG Mülheim, the jury is still out on exactly what face of openness, if any, affected plant-
level bargaining outcomes -- my interviews are inconclusive here. The Mülheim factory concentrates R&D 
activities in steam and gas turbines, steam turbines manufacturing (power generating equipment producing 
electricity), and services. Whereas Germany represented 34 percent of the division’s sales in 1996, that share 
decreased to 6 percent in 2001, with US market accounting for 56 percent (Financial Times Survey, 2002; 
SEC, 2001) -- a consequence of the 1997 US$1.5bn (DM2.6bn) acquisition of power generating arm of US-
based Westinghouse which not only gave Siemens PG a strong US platform (incorporation of four US 
plants), but also a leading position in the global power machinery industry (sales ranking 2001: (1) General 
Electric, US$20.2bn; (2) Alstom, �12bn; (3) Siemens PG, �8.4bn) (Süddeutsche Zeitung, 1997; Financial 
Times Survey, 2002; Financial Times, 2002b). The building-up (1997-2003) of the Erökar factory in 
Budapest, Hungary, as a vital manufacturer of inputs (e.g., gas turbine compressor blades, turbine 
diaphragms, steam turbine blades) (Siemens Hungary, 2003) illustrates Siemens PG’s strategy to organize its 
manufacturing on a global basis to take advantage of the regional spread of costs and engineering skills. For 
instance, relocation of steel construction (locksmith’s shop) cost the job to 200 skilled workers between 1999 
and 2001 (Interview with Dr. Hans Busbach, deputy chairman of the works council PG Mülheim, Jan. 31, 
2003; Interview with Herbert Tritscher, director HR PG Mülheim, Sept. 15, 2003). 
Overcapacity in the industry caused a price fall of about 50 percent between 1994 and 1997 (Süddeutsche 
Zeitung, 1997). Against this background, management launched a productivity program aimed at reducing 
costs, improving efficiency and innovation (Süddeutsche Zeitung, 1997). Organizational change and 
production improvements triggered productivity increases that alone were responsible for reducing 
employment by one third (Handelsblatt, 1996). Chief of KWU (ex-PG) Adolf Hüttel, meanwhile, twice 
alluded to high production costs in Germany. First, commenting the poor economic performance in fiscal 
year 1993/94, ‘we are able to produce profitably under the German locational conditions. But we cannot 
renounce to our endeavor to reduce costs’ (Handelsblatt, 1995a). Second, right after the takeover of 
Westinghouse: ‘From our manufacturing base located in Germany, we could not reach the US market. That 
would fail alone because of the high cost in Germany’ (Süddeutsche Zeitung, 1997). 
Works agreement concluded on 11.7.1996, 14.3.1997 and 11.9.2001 gradually broadened the scope of 
working time flexibility (e.g., the 2001 agreement allows machine running time of 168 hours/week, that is 
24hours/day 7 days/week; see Table 3.2). Measures were justified in similar ways: in the context of increased 
cost pressure, the aims are to improve competitiveness and safeguard (or create) employment (preambles of 
works agreement, provided by the works council PG Mülheim). To sum up, given the structural 
developments in the industry, one is inclined to conclude that at least some of the cost pressure emanates 
from increased international competition (branch-level trade measure seems to corroborate such finding; see 
Table 3.1). 
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and openness lead to deeper concessions. Thus, Med displays the most flexible conditions, 
is most exposed to FDI, and has been confronted with among the highest and most 
increasing trade competition (after Bocholt) between 1990 and 1994, whereas TS combines 
the most regulated conditions with lowest levels of trade and FDI flows and openness, with 
the remaining factories scoring in-between on both labor flexibilization and trade and FDI 
openness. Such an argument, however, does not deny the relevance of other, domestic 
factors. Declining employment (Med, A&D Cham), plant size and proximity to border 
regions (A&D Cham), the business cycle (e.g., ICM) or greater capital-intensiveness (e.g., 

Med, BSH) may foster change in individual cases and for single items of working 
conditions, and union density may offset globalization (A&D Amberg, TS). But these 
factors as such seldom trigger change or show up in the memories of those engaged in the 
bargaining, and taken individually fail to explain the bargaining outcomes across space and 

time. 
 

2.2.  FDI Closure and Concession Bargaining 

Further illustration that globalization appears to spur concession bargaining comes 
from the Miele case characterized by FDI closure until very recently. With six domestic 
factories and one components plant in Bürmoos, Austria, whose workforce has never 
exceeded one percent of the total, Miele manufacturing can be considered almost 
exclusively German-based.87 This stems from the firm’s strategy to occupy a niche at the 

higher end of the household appliances market and is illustrated by company logos such as 
Immer besser and ‘made in Germany’. The tradition of producing exclusively in Germany, 
however, was gradually eroded in the late 1990s. Although it never materialized, FDI to 
Poland was seriously considered in early 1999 (Das Bullauge, 2000). But the best 

opportunity was provided when the supplier Peitz announced the relocation of top loader-
aggregates assembly to the Czech Republic in 2000 amidst fierce labor opposition, who 
feared a precedent (Das Bullauge, 2000). In 2002 the works council’s fears became reality 
when Miele decided to carry out a greenfield investment in the Moravian town of Unièov, 
in the Czech Republic.88 

Because of its particular position in the industry, Miele plants used to display more 
regulated and generous employment conditions, but the advantage has recently narrowed 

(Interview with Peter Kern, responsible for the white goods sector, IG Metall Frankfurt, 

                                                 
87 Washing machines and driers are produced in Gütersloh; dishwashers and vacuum cleaners in Bielefeld; 
oven and microwaves in Oelde; electroengines in Euskirchen; fully-fitted kitchen in Warendorf; and 
household rotary iron in Lehrte. In the business year 2001/2, the group achieved sales worth �2.245 million 
with 15,330 workers worldwide (data provided by works council). Miele’s foreign workforce as shown in 
Table 3.1 is almost exclusively employed in sales activities and therefore overestimates the degree of 
internationalization of production. 
88 Production of labor-intensive top-loading machines was due in early 2004 (Interview with director HR 
Miele Gütersloh, Apr. 17, 2003). 
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Jan. 29, 2003). In 1998 the employer first formulated the demand for a range of flexible 
working practices including working-time flexibility, temporary work, and replacement of 
piece rates by performance-related payment Prämienlohn (GBR-Miele, 1999). In January 
2003 a company ‘employment and productivity pact’ brought about change in all the three 
dimensions (Das Bullauge, 2003), although the magnitude of the changes has been modest 
(see Table 3.2).89 The agreement on working time flexibilization aims at coping with 
predictable fluctuations in orders, and entails an employment guarantee for two years 
(preamble of works agreement, provided by works council). 

There is evidence that the early discussions surrounding possible FDI, rather than 
the actual FDI decision, informed the works council’s perceptions, yielding a more 
moderate bargaining stance. Such evidence is found in employer statements reproduced in 
the central works council leaflet of November 1999 -- preceding the actual decision to 

invest in the Czech Republic, but following the initial plan to go to Poland. There, 
management established a link between home-factory labor reform and FDI: ‘the 
concessions of the central works council and of the Bielefeld works council…, 
management suggests, could considerably influence the decision about Eastern Europe’ 
(GBR-Miele, 1999). And despite reluctance to negotiate over performance-related payment 
MTM (Method-Time-Management)�in line with IG Metall’s long-standing 
criticism�this and other statements90 helped convince the works council to accept a six 
months trial period in 2001, in the hope of reaping productivity gains from 15 to 20 percent 
without excessive strains on workers’ health (Interview with Peter Krüger, chairman of the 
works council Gütersloh, Apr. 16-17, 2003). Even before the actual FDI decision (2002), 
the works council thus faces some pretty explicit pressure to accept the employer’s 
proposed changes in the payment system.91 

To sum up, the cases do suggest that concession bargaining on a range of non-wage 
features of the labor contract increased with the degree of trade and especially FDI 

openness. I have also shown that the mere voicing of the possibility of exit on the part of 

                                                 
89 Work time flexibility, including a provision allowing for weekly time to fluctuate between 30 and 40 
hours, and premium payment are limited to the three largest plants Gütersloh, Bielefeld, and Oelde. 
90 Concerns surrounding MTM ‘are only small things…all this is no problem in Poland…’ (GBR-Miele, 
1999). 
91 The works council takes an ambiguous stance regarding the question of the impact of globalization on the 
2003 bargaining outcome. On the one hand, it claims that it did not negotiate under pressure or fear, instead 
‘both sides tried to reach a reasonable agreement’. The works council did not worry about plant closing and 
management did not play with threats. On the other hand, it acknowledges that the mere existence of a 
factory in the Czech Republic ‘indirectly exerts pressure’, ‘it can lead to further relocation’ (Interview with P. 
Krüger, Apr. 16-17, 2003). At this point, I would like to tell a fieldwork anecdote. Walking through the alleys 
of the factory in Gütersloh together with the chairman of works council, we walked into Dr. Zinkan, member 
of the executive board. After shacking hands and brief introduction, Dr. Zinkan commenced talking about 
competitor Merloni’s recent move into Poland and Russia, about the other competitor or supplier’s 
production relocation from Illinois (US) to Mexico (MayTec?), and the trend towards ‘Triadization’. After 
concluding his 3-minute talk, he walked away. I would qualify the councilor’s attitude as tacit acceptation. 
This is pretty much telling about the sort of concerns shared by management and works council, and points to 
works council’s internalization of the international competitiveness argument. 
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employers, even in the absence of existing FDI, may alter works council perceptions and 
behavior. Such a pattern also appears to hold beyond the five elements of working 
conditions analyzed here, to include amongst others extension of shift work, introduction 
of regular Sunday work, downsizing of breaks, and reduction in payments above those 
prescribed in the collective agreement (such as shift premia). 

To clarify the pattern, however, it is worth elaborating on the level of aggregation 
for FDI. Empirically, I find that the closer the FDI measure is to the plant level, the better 
the correlation with depths of concession. Why is that? Scheve and Slaughter, who have 

found that FDI presence is associated with worker’s perception of economic insecurity, 
have worked with the assumption that ‘within each [two-digit] industry, all workers 
perceive FDI threats equally regardless of whether each works for a firm with some FDI’ 
(2004: 666). By measuring FDI exposure closer to the level of the respondent’s plant (data 

often missing in quantitative studies), I can assess this premise. While my own results are 
in keeping with the assumption�the two-digit sub-sector measure of FDI shows a positive 
correlation with concessions (R-square=.38; t-stat.=2.87)�they also reveal that employee 
and works council perceptions of economic insecurity, and hence the likeliness to engage 
in concession bargaining, appear to originate from division- or plant-level experiences with 
(threatened) FDI, rather than trends at industry level. And that works council perceptions 
of economic insecurity and concessions are better accounted for by FDI than by trade may 
reflect the more visible nature of FDI. For instance, while highlighting the FDI-trade 
complementarity, the 1994 concession bargaining at BSH reveals that employer reference 
to increased international trade competition alone did not suffice to convince reluctant 
workers to reform. 

Finally, the selection of several factories belonging to a same division presents the 
advantage to consider the changing patterns of cooperation and competition among 
domestic factories in the context of deepening globalization. Developments in the Siemens 

A&D division in particular suggest that increased economic globalization may trigger 
greater domestic inter-factory competition for investment, which in turn unleashes 
deregulatory downward spiral. Recall how the Cham factory council put an abrupt end to 
40 years of solidaristic cooperation with its twin council in Amberg when the cloak of 
globalization was spreading out, which in the medium term also caused concessions in 
Amberg as the council felt the mounting threat of being sidelined by management in the 
distribution of investment. But site competition within A&D in Germany appears broader, 

not merely limited to the factories in Amberg and Cham. For instance, Christoph Curtze, 
works councilor at the Berlin factory PTD-H (Power Transmission and Distribution, High 
Voltage), bemoaned relocation affecting 10 workplaces in the low voltage unit (part of 
A&D) to Fürth/Nürnberg after an internal international benchmarking had found that Fürth 

was the cheapest (Interview with Ch. Curtze, Oct. 31, 2002). And despite all its efforts to 
maintain work in-house, the works council at Erlangen F-80 could not prevent the 
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relocation of the LD/A&D unit (1,200 workers) to Nürnberg in 2000 (documents provided 
by works council). And the deputy chairman of works council at Erlangen F-80 believes 
that in the long term all three electronics plants combining R&D and manufacturing 
(Erlangen F-80; Amberg; and Karlsruhe) will not survive the existing competition 
(Interview with H. Saffer, Apr. 22, 2003). In fact, site competition at Siemens in Germany 
has developed into a major issue (works council activity report, Amberg, March 2003; 
Interview with V. Jung, Apr. 25, 2003). As the unionist responsible for Siemens put it: 

 

Of course there is social dumping. Site competition exists between foreign 
and domestic sites but also between domestic sites. Social dumping is a 
moral category, it can happen on two grounds: (1) to do it cheaper than 
others in order to win the competition; or (2) the works agreement can be 

the best which one could do (Interview with W. Müller, Jan. 15, 2003). 
 
The Siemens-project of IG Metall,92 set up in 1998, can be understood as a partial 

response to this problem as one of its main objectives is the creation of a nationwide e-
network connecting Siemens works councils to share information, with the hope to 
strengthen IG Metall influence over factory-level bargaining (Interview with W. Müller, 
Jan. 15, 2003). And the interplay between domestic and international site competition has 
come to expression in a spectacular way in July 2004 when DaimlerChrysler in 
Untertürkheim (company headquarters and main production centre) announced it would 
invest in Bremen or South Africa if the far-reaching labor concessions were called into 
question. And according to a DaimlerChrysler employee, the real threat to workers in 
Untertürkheim emanated from the Bremen site (personal communication, Kassel, Apr. 6, 
2006). In any event, domestic site competition is on the rise, and so is economic 
globalization, and the two phenomena appear linked. 

 

3.  The Politics of Barking (and Bluffing) 

 
Does barking operate independently of real market conditions and considerations, 

and thus constitute mere bluffing strategy deployed by employers to redefine labor 

relations to their liking? Or does barking genuinely relate to the financial condition of the 
plant? Do employers actually bark more when they have previously bitten, or rather when 
confronted with uncooperative works council? What can we learn from the sample about 
the politics and logics of barking? Studying and collecting data on barking to answer such 

                                                 
92 Siemens Dialog: Das Forum für alle Siemens Beschäftigten. http://dialog.igmetall.de/ 
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questions is extremely difficult, not least because barking can take many forms93 and may 
be differently interpreted by works councilors and employers. Despite these and other 
shortcomings,94 a range of interviews and internal documents published by the shop 
stewards allowed me to consider bark patterns over a substantial period of time in works 
council deliberations, supporting a few speculative points about the politics of barking, 
even at this early stage in the study of such politics. 

First and most obviously, exit threats are an extremely pervasive part of employer 
strategy. Where employers can credibly threaten to relocate production, they do so 

extensively (Table 3.1). The threat rate is significantly lower in immobile industries, such 
as manufacturing of steam turbines for power plants (Mülheim) or rail vehicles 
(Uerdingen). 

Second, past biting appears to enhance the credibility and effectiveness of barking. 

A case in point is Med, where past FDI, plant-level FDI in particular, had a clear effect on 
works councilors’ attitudes and cooperative behavior. Outsourcing and foreign relocations 
have been disproportionately high. The decisions to move the headquarters of ultrasound 
and electromedical business to the US and Sweden, respectively, and to relocate of hearing 
devices manufacturing to Singapore in the early 1990s almost certainly altered the works 
council’s understanding of the rules of the game (Siemens-Zeitschrift, 1990; Die Spritze, 
1992, 1993).95 

Third, I found exit threats to be sometimes related (e.g., Med, ICM) to financial 
condition of the plant, at other times unrelated (e.g., BSH in 2003, A&D Amberg).96 In 
addition, I suggest that barking may be loudest when there is doubt about biting. I was 
puzzled by Med management’s plan to move MR operations to Oxford, as several facts 
cast serious doubt about the feasibility of the project: the loss of know-how associated with 
the dismissal of 800 highly qualified engineers, project managers, and skilled workers; the 
complementariness (rather than competition) between R&D activities in the UK (magnet 

technology) and Erlangen, rendering relocation difficult and costly; and MR’s proximity to 
division headquarters, also located in Erlangen. In addition, the Erlangen region possesses 

                                                 
93 Bronfenbrenner (2000: 20) distinguishes direct and indirect (or unambiguous and ambiguous) threats, and 
verbal and written threats. Specific unambiguous verbal or written threats include, for instance, formalized 
and less formalized international benchmarking, and where employer states clearly that operation may be 
moved abroad unless workers accept concessions. An example of an indirect, verbal threat is when managers 
refer to work conditions in low-wage countries during more or less formalized meetings. 
94 Comparison across plants is sometimes problematic because of consideration of different time spans 
related to data availability. And given the sensitivity (political and other) of barking, reliability of the 
counting might increase with the number of interviewees, but there are obvious limits as to the number of 
interviews one can carry out per plant on such sensitive issue, and multiplying interviews raises the suspicion 
that one is questioning earlier testimonies. 
95 In addition, an examination of the shop stewards’ publication has shown that the period leading up to 1997 
was the only time in 15 years when employer barking was reported, voicing slogans such as ‘Czechs produce 
cheaper’ or ‘in Singapore wages are lower’ (Die Spritze, 1997). 
96 This is based on consideration of trade competition figures and factory information gathered through 
interviews, works council documents, and annual reports. 
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a unique concentration of people and institutions (including the University) with an 
immense know-how in the domains of medical science and medical engineering (Siemens-
Welt, 2000a: 47). Under these circumstances, Heinrich von Pierer, CEO of Siemens, felt 
compelled to intervene in local industrial relations policy, stressing publicly the 
‘exemplary’ character of the agreement (Handelsblatt, 1997). The involvement of a top 
executive in local labor politics is exceptional and worth being stressed. To be sure, in a 
country often depicted as displaying rigid labor market regulations, and in a context of 
intense debate over the reform of the sectoral collective agreement (EIRO, 1997b), 

Siemens exploited the agreement politically by presenting it as a model of flexibility and 
innovative cooperation between plant-level social partners (Interview with Peter Mosch, 
HR director Med Erlangen, Apr. 29, 2003). Recall that Med management tried to deviate 
from the collective agreement (see above). All this suggests that the investment pact may 

have been overwhelmed by higher-level struggles between Siemens and IG Metall. 
Finally, the sample suggests that works councils do not enter bargaining on a 

voluntary basis, but appear instead to be coerced to cooperate. The initiative of the 
employment and investment pacts lies almost exclusively in the hands of employers. If we 
were to evaluate works council effectiveness in terms of bargaining outcomes (Frege, 
2002: 228), we would conclude that they have lost considerable effectiveness -- most 
sampled works councils bemoan the concessions (e.g., ICM, A&D Cham, Med).97 But 
most works councilors know that their room of maneuver became more limited under 
openness. As the chair of the works council at Med Erlangen forcefully put: ‘under the 
conditions of international competition one has no choice if one wants to be part of the 
game’ (Interview with W. Mönius, May 5, 2003). Nevertheless, the prevalence of 
investment rather than employment pacts points to a works council strategy of ‘locking in’ 
capital as investment promises offer greater benefits than employment guarantees (e.g., 
A&D Erlangen F-80). For instance, the deputy chair of Cham works council hopes the 

plant will manufacture the new 3VL product (2003) for the next ten years (Interview K.-H. 
Riederer, May 8, 2003). 

 

Part Two.  Globalization and Factory Committee Bargaining in Brazil 

 
Might globalization lead to similar patterns of constraint in factory committee 

bargaining in the Brazilian metal industry? The method of investigation is qualitative case-
study analysis based on interview material, review of bargaining agreements, company 
documents, and is complemented by newspapers clippings as well as secondary source 

                                                 
97 All concessions may not be experienced in similar fashion, however. For instance, at ICM Bocholt, 
concession over regular week-end work without premium was much more painful than flexibilization of 
work time. 
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literature. The study begins by setting the stage for the analysis of organized labor politics 
in an age of globalization in Brazil, by sketching the recent political and economic reforms 
insofar as they are relevant for economic globalization. A second section studies the 
politics of biting, barking and their relationship in plant-level bargaining outcomes. 
Although based on a very small sample of companies, the research design allows 
concentration on these important but hard-to-measure links between globalization and 
industrial relations. 

 

1.  Changing State-Market Condominium 

 
The political and economic reforms initiated in the early 1990s in Brazil amount to 

no less than a transformation of the model of economic development. 
 

1.1.  The 1990s: a ‘Natural Experiment’ in Trade (and FDI) Globalization… 

The Brazilian case is particularly suitable for studying the impact of trade and FDI 
globalization on labor institutions and practices. This is because the 1990s come very close 
to a ‘natural experiment’ in economic globalization, with the year 1990 delineating a 
‘before’ and ‘after’ globalization (Arbache, 1999: 2). While it is certainly true that 

globalization measures increased in the 1990s, it has to be placed in the context of broader 
economic reforms involving trade liberalization, deregulation, and privatization aimed at 
reversing the developmental model of state-led import substitution industrialization (ISI) in 
place since the 1950s -- a transformation of the state-market condominium (Underhill, 
2001).98 ISI strategy relied heavily on foreign capital while high tariff walls shielded 
domestic producers from international competition. Consequently, the ‘natural experiment’ 
of the 1990s has mainly been about trade globalization (see below). 

The scope and pace of economic reforms have been breathtaking. In less than three 
years Brazil switched from a regulated, protected, and partly state-owned economy to a 
liberal trade regime, deregulation, and privatization. Indeed, in the early 1990 president 
Fernando Collor de Mello, who had been elected on a platform to liberalize the economy in 
late 1989, took office and ‘by the middle of 1993, most of the complex and bureaucratic 
non-tariff barriers had been removed, and a new tariff structure was imposed which 
substantially reduced the degree of protectionism’ (Arbache et al., 2004: 80). To illustrate, 
between 1987 and 1992 the weighted average effective tariff99 decreased from 68 to 18 
percent while the standard deviation declined from 54 to 17 percent (Kume et al., 2003, 
                                                 
98 In international comparative perspective, Brazil has been a latecomer to the group of developing countries 
that have adopted the export-oriented model of economic development. 
99 It is considered to be a better measure of protection than the nominal tariff because its computation 
includes the tariffs on the good itself and on all production inputs. 
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cited in Arbache et al., 2004: 80). Trade flows were affected accordingly, with imports 
rising by 257 percent and exports by 151 between 1990 and 1996 (Arbache et al., 2004: 
80). 

The manufacturing sector has been seriously challenged by trade liberalization, 
although there has been great variation across sectors depending on industry 
competitiveness at the turn of the decade. For instance, the paper/pulp industry was highly 
competitive, the auto-parts industry competitive but challenged, and ‘machine tools and 
equipment’ severely challenged (Kingstone, 1999). My own data show that ‘electrical and 

electronics’, ‘auto-parts’, and ‘autos’ were seriously threatened by increased trade 
competition. To the best of my knowledge production data is not available in Brazil, with 
the exception of the auto industry, I therefore use sales to compile the different measures of 
trade competition. Imports and exports of electrical and electronic goods increased by 319 

and 166 percent, respectively, between 1990 and 2000, yielding a rise in total trade from 
22 to 59 percent (Table 3.3). Auto-parts imports increased by 406 percent (from US$837 to 
US$4.237 million) and exports by 80 percent between 1990 and 2000. As a result, total 
trade in that branch rose from 24 to 61 percent (Table 3.4). Vehicle imports steadily 
increased in the early 1990s, from below 20,000 units in 1990 and 1991 to an all-time high 
of 369,048 units in 1995, corresponding to 23 percent of domestic production (not shown). 
Total trade in autos increased from 29 to 43 percent between 1990 and 2000 (Table 3.5). 

Aggregate FDI statistics for the manufacturing sector clearly show that there is no 

discontinuity between the 1990s and the 1980s. The inward foreign investment stock in the 
manufacturing sector increased by 66 and 64 percent over the periods 1982-1990 and 
1992-2000, respectively (Table 3.6). There are significant differences across sectors, 
however. For instance, the inward FDI stock in the auto industry grew faster in the 1990s 
compared to the 1980s (118 and 30 percent, respectively). Moreover, the novelty in the 
pattern of FDI to Brazil in the 1990s has been that the great share of capital inflows went 

into services as a result of deregulation and privatization (e.g., public utilities, financial 
sector, etc) (UNCTAD, 2000). 

 

1.2.  …and Restructuring through Spatial Reorganization of Production 

Over the last twenty years or so, and with much greater intensity since the early 

1990s, the Brazilian manufacturing sector has gone through a process of restructuring and 
national decentralization. Historically, industrialization has been skewed towards the State 
of São Paulo (State of SP) and therein towards the metropolitan region of São Paulo city 
(MRSP). For instance, in 1985 these two territorial entities accounted for 52 and 29 percent 
of industrial GDP (excluding extractive industries), respectively (Pochmann, 2004: 122). 
This has changed in recent years as a result of a double movement of de-concentration of 
industrial production away from the MRSP and from the State of SP. Table 3.7 illustrates 



 

M/Sales
Total 
Trade Netxrat M/Sales

Total 
Trade Netxrat M/Sales

Total 
Trade Netxrat M/Sales

Total 
Trade Netxrat

Sectors

Industrial Automation 66 76 -56 193 221 -164 148 159 -136 126 140 -113

Electrical and Electronic 
Components 37 46 -28 81 94 -69 256 314 -197 251 328 -174
Industrial Equipment 23 31 -16 45 58 -33

Generation, Transmission and 
Distribution of Electricity 5 6 -4 10 16 -4 11 21 -1 15 27 -4
Computers 11 14 -8 25 29 -21 15 20 -10 12 16 -8

Instalation Electrical Material 30 37 -23 30 40 -20

Telecommunications 7 10 -3 33 34 -32 28 49 -7 21 68 26

Home Appliances 11 29 7 20 32 -7 7 22 8 9 27 8

Total 14 22 -6 29 38 -20 43 59 -27 47 70 -25

M/Sales = import penetration

Table 3.3:  Import Penetration, Total Trade, and Comparative Advantage in the Brazilian Electrical and Electronics Industry,
1990-2003, selected years, percentage

Source

Abinee (revised series)

2000 20031990 1995

Notes

Netxrat = net export rate (or comparative advantage)



 

X M X+M X-M Sales M/Sales X/Sales X+M/Sales Netxrat

1989 2.120 708 2.828 1.412 15.544 5 14 18 9

1990 2.127 837 2.964 1.290 12.244 7 17 24 11
1991 2.048 844 2.892 1.204 9.848 9 21 29 12

1992 2.312 1.060 3.372 1.252 10.122 10 23 33 12

1993 2.665 1.550 4.215 1.116 13.222 12 20 32 8

1994 2.986 2.073 5.059 913 14.376 14 21 35 6
1995 3.262 2.789 6.052 473 16.584 17 20 36 3

1996 3.510 3.423 6.932 87 16.122 21 22 43 1

1997 4.042 4.394 8.436 -353 17.458 25 23 48 -2
1998 4.031 4.175 8.206 -144 14.853 28 27 55 -1

1999 3.593 3.855 7.448 -263 11.213 34 32 66 -2

2000 3.824 4.237 8.060 -413 13.309 32 29 61 -3

2001 3.674 4.206 7.880 -532 11.903 35 31 66 -4
2002 3.891 3.986 7.877 -95 11.309 35 34 70 -1

2003 4.792 4.330 9.121 462 13.330 32 36 68 3

2004 6.057 5.596 11.653 462 16.500 34 37 71 3

Table 3.4:  Exports, Imports, Sales, and Trade Competition in Brazilian Auto-parts, 1989-2003, US$ million and percentage

Source

Sindipeças, 2005

Notes

Export is direct and indirect

Sales in US$ million, converted by the average exchange rate 

 



 

X M X+M X-M Production M/Prod. X/Prod. X+M/Prod. Netxrat
1980 1.101 524 1.625 577 10.977 5 10 15 5
1981 1.566 469 2.035 1.097 8.411 6 19 24 13
1982 1.155 318 1.473 837 9.644 3 12 15 9
1983 1.187 368 1.555 819 9.128 4 13 17 9
1984 1.434 395 1.829 1.039 8.986 4 16 20 12
1985 1.604 436 2.040 1.168 11.415 4 14 18 10
1986 1.488 656 2.144 832 10.943 6 14 20 8
1987 2.453 826 3.279 1.627 11.762 7 21 28 14
1988 2.618 696 3.314 1.922 13.279 5 20 25 14
1989 2.570 678 3.248 1.892 12.312 6 21 26 15
1990 1.898 733 2.631 1.165 9.182 8 21 29 13
1991 1.915 849 2.764 1.066 9.438 9 20 29 11
1992 3.012 1.079 4.091 1.933 11.720 9 26 35 16
1993 2.660 1.809 4.469 851 13.576 13 20 33 6
1994 2.685 2.550 5.235 135 16.245 16 17 32 1
1995 2.415 4.795 7.210 -2.380 16.339 29 15 44 -15
1996 3.013 4.882 7.895 -1.869 17.650 28 17 45 -11
1997 3.929 5.105 9.034 -1.176 19.352 26 20 47 -6
1998 4.264 4.692 8.956 -428 18.560 25 23 48 -2
1999 3.078 3.873 6.951 -795 15.421 25 20 45 -5
2000 3.488 3.764 7.252 -276 16.792 22 21 43 -2
2001 3.614 3.717 7.331 -103 17.072 22 21 43 -1
2002 3.379 2.910 6.289 469 16.171 18 21 39 3
2003 4.679 3.246 7.925 1.433 15.663 21 30 51 9

Table 3.5:  Exports, Imports, Production and Trade Competition in the Brazilian Auto Industry, 1980-2004, US$ million and percent

Source

Anfavea 2005; Tables page 82, 86 and 32

Notes

X and M: includes vehicles and components (engines); Production: vehicles



 

1982 1984 1986 1988 1990 1992 1994 1995 1996 1997 1998 1999 2000

Manufacturing 15.494 17.127 21.040 22.772 25.729 25.571 28.955 23.402 25.142 27.179 29.945 36.948 42.035
Metallurgy 1.516 1.737 2.174 2.122 3.028 2.913 3.078 2.566 2.596 2.596 2.714 2.827 3.073
(of which) Siderurgy 425 476 547 583 692 574 603 . . . . . .
Mechanic-machines 2.030 2.224 2.480 2.752 3.037 2.885 3.059 2.645 2.888 3.095 3.310 3.439 4.034
Electronics 1.538 1.761 2.108 2.739 3.144 3.186 3.381 2.300 2.460 2.815 3.237 4.728 5.492
Transport equipment 2.851 3.126 4.060 3.783 3.703 3.569 5.587 3.074 3.360 3.583 4.734 6.614 7.761
Paper, cellulose 459 493 559 617 764 741 756 1.402 1.424 1.424 1.424 1.436 1.446
Chemicals 2.887 3.223 4.023 4.289 5.054 5.174 5.487 4.748 4.969 5.338 5.693 6.964 8.082
Pharmaceuticals 890 971 1.202 1.438 1.627 1.642 1.709 . . . . . .
Banks 689 771 1.030 1.305 1.644 1.708 1.859 1.255 1.634 3.231 9.147 10.824 17.176

Banco Central do Brasil - Ingressos para Investimento Estrangeiro Direto 

Table 3.6:  Brazil, Stocks of Inward Foreign Direct Investment, Selected Economic Sectors, 1982 - 2000, selected years, US$ million

Note

Break in series as from 1995

Source

 
 



 

Industry 1985 2000 1985 2000 1985 2000
Industry, total 47,8 45,3 26,8 19,6 21,0 25,6
Mining industries, total 1,5 2,6 0,6 1,2 0,9 1,4
Manufacturing industries, total 51,9 47,8 29,2 20,7 22,7 27,1
Food and beverage 36,7 37,8 11,6 9,2 25,1 28,5
Tobacco 15,6 0,7 15,6 0,9 0,0 -0,2
Textile 50,5 43,3 27,5 18,4 23,0 24,9
Garment 43,2 33,5 33,4 22,7 9,8 10,7
Leather 30,0 15,7 5,0 2,9 25,0 12,8
Wood prodcuts 20,1 23,9 5,7 2,9 14,4 21,0
Paper, paper products 57,3 47,3 33,5 15,9 23,8 31,4
Editing and publishing 48,6 58,9 45,4 52,3 3,2 6,6
Chemicals 54,9 58,2 35,1 34,0 19,8 24,3
Rubber and plastic 66,5 61,1 48,6 35,2 17,9 25,9
Basic metallurgy 37,3 25,4 18,8 9,9 18,5 15,6
Metal products 62,6 53,7 51,0 33,0 11,6 20,7
Machines and equipment (incl. household appliances) 69,2 56,5 46,2 27,1 23,0 29,4
Machines for offices and computer equipment 49,4 35,2 44,1 18,8 5,3 16,4
Electrical machines and equipment 71,5 62,4 49,9 39,1 21,6 23,3
Electronics material and communication equipment 55,7 58,1 36,6 17,6 19,1 40,5
Medical and optic equipment, industrial automation, watches, etc 59,4 57,6 47,8 36,2 11,6 21,3
Transport equip. (incl. auto-parts) 81,8 63,9 49,4 27,4 32,4 36,5
Other transport equipment 42,7 67,7 17,6 6,6 25,1 61,0
Source

Table 3.7:  Brazil:  Participation of São Paulo State, Metropolitan Region of São Paulo (City) and Interior of São Paulo State in 
industrial GDP, Selected Industries, 1985 and 2000, in %  

Pochmann (ed.) (2004), Table 4 

State SP MRSP Interior SP
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this process for selected industries. Between 1985 and 2000 the SP State’s share in 
industrial GDP (excluding mining) decreased from 52 to 48 percent while that of the 
MRSP dropped from 29 to 21 percent. More fine-grained analysis reveals that such a trend 
is apparent in most industries, with the notable exceptions of publishing-recording, and 
chemicals.100 And the auto industry is the paradigmatic example of spatial reorganization 
of production. Indeed, autos and auto-parts witnessed amongst the strongest de-
concentration, with the State of SP and the MRSP participations in industrial automobile 
GDP decreasing, respectively, from 82 to 64 percent and from 49 to 27 percent over the 

period 1985-2000. 
In this sub-section I argue that the manufacturing sector’s domestic restructuring 

has been driven by increased international competition in trade and FDI, and therefore that 
increased inter-States capital mobility is an epiphenomenon of increased economic 

globalization. I demonstrate this claim by studying in more details the case of the Brazilian 
auto industry. There are several reasons for choosing this particular case. First, the 
automobile industry broadly construed (i.e., including auto-parts) belongs to the metal 
industry, the main industrial sector under investigation throughout the present study. 
Second, it is the leading industrial sector, accounting for 4.3 percent of GDP in 2002 
(CNM/CUT, 2004), the cradle of the resurgent labor movement (Antunes, 1992; see 
Chapter Four), and is disproportionately well-organized in terms of union density 
(Rodrigues, 2003: 310-1), all of which have contributed to the fact that the industry has 
played and continues to play some kind of pace-setting role regarding collective bargaining 
in metalworking (Galvão, 1999: 115-6).101 The third reason is practical, and has to do with 
the fact that the restructuring of the Brazilian car industry is well-studied. 

Thus, if 12 brand manufacturers (of cars, lorries and buses) owned 17 factories in 6 
municipalities in 1990, 18 different producers run 27 plants in 18 municipalities in 2002 
(DIEESE, 2003: 10). With the exception of the Fiat plant in Betim, Minas Gerais, the first 

wave of FDI between 1956 and 1990 saw General Motors, Ford, Mercedes-Benz, Toyota, 
VW, and Scania establish themselves in the State of SP, and more particularly in the 
industrial belt of São Paulo city, the ABC region (Santo André, São Bernardo do Campo 
and São Caetano) (Rodríguez-Pose and Arbix, 2001: 140). In the 1990s newcomers created 
new plants in greenfield sites while established firms modernized existing factories, and 
invested in new production facilities. Every new plant has been built outside the core auto 
region of the ABC, e.g., Peugeot Citroën in Porto Real (year 2001) and VW in Resende 

(1996), Rio de Janeiro; Renault (1998) and VW-Audi (1999) in São José dos Pinhais, 
Paraná; GM in Gravataí (2000) and Agrale in Caxias do Sul (1998), Rio Grande do Sul; 
Iveco (2000) in Sete Lagoas, Minas Gerais; Ford in Camaçari, Bahia (2001); 

                                                 
100 See Cunha (2003) for an analysis of productive restructuring in the white goods industry. 
101 The CUT’s strategy has long been to seek a first agreement with the car manufacturers to later extend it to 
the small and medium sized-enterprises in the different branches of the metal industry. 
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DaimlerChrysler in Juiz de Fora (1999) and Fiat in Betim (2000, engines), Minas Gerais; 
and Honda in Sumaré (1997) and Toyota in Indaiatuba (1998), Interior of SP State 
(ANFAVEA, 2002). 

In fact, two moments can be distinguished in the changing pattern of international 
competition in the industry, namely the 1990-1998 period and the years thereafter. In the 
former, foreign manufacturers chose to enter the market through imports rather than FDI. 
While Brazil hardly imported any cars in 1990, imports rose steadily in the early 1990s 
(e.g., an 851 percent increase between 1991 and 1994) to establish a record high of 

369,048 imported cars in 1995. Imports remained high in every single year between 1995 
and 1998. Starting in 1998-1999 foreign manufacturers shifted their dominant strategy to 
market access, privileging FDI over imports. Indeed, imported autos dropped significantly 
from 1998 onwards, and inward FDI in that industry surged in the period 1998-2000 

(Tables 3.5 and 3.6). It should be emphasized that the shift in strategies was helped by the 
currency appreciation triggered by the Real Plan (1994) and by the ‘new automotive 
regime’ (1995-1999) that reintroduced elements of import-substitution industrialization 
policies (i.e., higher tariffs) (Rodríguez-Pose and Arbix, 2001: 138). 

Regarding the spatial spread of FDI several factors seem to have mattered 
(Rodríguez-Pose and Arbix, 2001): (1) the fiscal war between States of the Brazilian 
Federation competing for investment and employment by providing generous subsidies and 
tax breaks;102 (2) differences in labor costs across regions (e.g., the hourly cost per worker 
in the ABC region is approximately twice as high as elsewhere in the country103); (3) the 
lack of organized unions and/or of industrial union tradition in the new regions104 
(compared to militant unionism and conflict-prone labor relations in the ABC) (Ramalho, 
1999). Union activism is also complicated by the new patterns of work organization that 
entail extreme forms of subcontracting: for instance, at the modular VW plant in Resende 
there is not a single assembly worker directly employed by VW (Abreu, Beynon and 

Ramalho, 2000: 269; Financial Times, 2002a). It should be stressed that these three factors 
all refer to cost considerations, which is arguably a genuine preoccupation on the part of 
employers facing increased global market pressures. In any event, investment decisions in 
the second wave of FDI in the late 1990s appear to have been mainly cost-driven. 

                                                 
102 The fiscal war has been limited to a few powerful States such as Paraná, Rio Grande do Sul, Rio de 
Janeiro, Minas Gerais, and Bahia. 
103 A study by DIEESE (2003) comparing the wage costs in 17 municipalities hosting car production has 
come to the following results, expressed as a percentage of labor costs of an assembly worker (horista) in the 
ABC region in 2001: Sete Lagoas (Iveco/Fiat, MG), 23 percent; Camaçari (Ford, Bahia), 30 percent; 
Gravataí (GM, RS), 41 percent; São Carlos (VW, SP), 41 percent; Juiz de Fora (DaimlerChrysler, MG) 42 
percent; Resende/Porto Real (VW and Peugeot, RJ), 43 percent; São José dos Pinhais (PR), 48 percent; 
Betim (Fiat, MG), 49 percent; the labor costs in remaining municipalities lie above 50 percent of labor costs 
in the ABC region. 
104 For instance, ‘at the [Fiat] Betim plant (Minas Gerais)… not a single hour had been lost to strikes in the 
last 14 years’ (The Economist, 1997, quoted in Rodríguez-Pose and Arbix, 2001: 143). 
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The case of Ford illustrates this. In June 1991 Ford announced the closing of its 
motor division in São Bernardo, generating rumors that it might leave Brazil altogether 
(Anner, 2002: 17) -- the factory survived but the division was closed down. In the 1980s 
Ford had a market share of more than 20 percent, a share that shrunk to 11 percent in 1994, 
down to less than 8 percent in 2001 (Financial Times, 2002a). The US$1.9bn coastal plant 
in north-eastern Brazil (Bahia), inaugurated in 2001, plays a central role in Ford’s attempt 
to restore glory days in Latin America, wherein fiscal incentives, lower wages (e.g., 2½ 
times lower than in São Paulo), and less unionized workers are all important ingredients of 

the strategy (Financial Times, 2002a). Up to 20 percent of output is exported to Mexico 
and Argentina, followed by Venezuela and the rest of Latin America (Financial Times, 
2002a). In short, decentralization of production, that is increased intra- and inter-State 
capital mobility, is here not merely understood as a phenomenon triggered by domestic 

factors, be it the bidding wars among States or improvements in infrastructure and human 
capital (Rodríguez-Pose and Arbix, 2001), but as a manifestation of, and strategic response 
to, increased global market pressures. 

 

2.  Plant-level Bargaining in the ABC 

 
I study recent plant-level bargaining in two Brazilian factories that vary 

significantly in levels of globalization flows and openness. The main questions are how 

factory-commission bargaining on the issue of work-time is affected by globalization ‘bite’ 
(trade and FDI flows at the branch level) and globalization ‘bark’ (the explicit voicing by 
employers of import competition and relocation threats), and how biting-barking interact in 
plant-level bargaining. 

 

2.1.  The Cases, Measuring Globalization and Factory Commissions’ Bargaining Patterns 

The two cases belong to the Brazilian metal industry: one is from Multibrás, a 
manufacturer of household appliances, controlled by Whirlpool, one of the world’s biggest 
maker of domestic appliances; and one from Volkswagen, the German car manufacturer. 
These cases capture significant variation in the extent of trade and foreign investment 
flows while controlling for a range of other conditions, such as broad capital-intensity and 
skill-levels, unionization rate, and union influence. Between 1996 and 2000 total trade 
(measured as the sum of exports and imports in the industry as a proportion of total sales in 
the industry) in the autos and home appliances industries averaged 45.6 and 17.5 percent, 
respectively (Tables 3.5 and 3.8).105 But the factories also face different FDI flows. 

                                                 
105 And total trade flows averaged 34.7 in autos and 31.8 percent in household appliances between 1991 and 
1995. 



 

X M X+M X-M Sales M/Sales X/Sales X+M/Sales Netxrat

1990 898 551 1.448 347 5.051 11 18 29 7
1991 901 560 1.460 341 5.245 11 17 28 7

1992 1.000 494 1.494 507 4.468 11 22 33 11

1993 1.241 859 2.100 382 6.030 14 21 35 6
1994 1.293 1.266 2.558 27 8.289 15 16 31 0

1995 1.375 2.203 3.578 -828 11.168 20 12 32 -7

1996 764 586 1.350 178 13.158 4 6 10 1
1997 799 674 1.473 125 10.530 6 8 14 1

1998 671 571 1.242 100 7.318 8 9 17 1

1999 669 376 1.045 293 4.208 9 16 25 7
2000 778 355 1.132 423 5.232 7 15 22 8

2001 693 313 1.006 381 4.198 7 17 24 9

2002 543 336 879 207 3.859 9 14 23 5
2003 707 374 1.081 333 4.044 9 17 27 8

Table 3.8:  Exports, Imports, Sales and Trade Competition in the Brazilian Household Appliances Industry, 1990-2003, 
US$ million and percentage

Source

Abinee  
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Between 1995 and 2000 the stock of inward FDI in autos and electronics, to which the 
household appliances branch belongs, increased by 153 and 139 percent, respectively 
(Table 3.6).106 The factories also face different degrees of domestic spatial reorganization 
of production, which I use as a proxy for globalization competition (see above).107 
Between 1985 and 2000 the SP State’s share in national auto and ‘machines and 
equipment’ (to which household appliances belong) production decreased by 22 and 18 
percent, respectively (Table 3.7) -- pointing to greater competitive pressure in autos. In 
short, the three measures of globalization flows all point to the same direction, namely 

greater international competitive pressures in autos compared to household appliances. 
Both plants are located in São Bernardo do Campo, and characterized by factory 

commissions that have significant autonomy in negotiating non-wage working conditions. 
However, both committees have strong links to the local trade union, the Metalworkers’ 

Union of the ABC (Sindicato dos Metalúrgicos do ABC, SMABC), because workers who 
are simultaneously union members have regularly won the factory committee elections -- 
union membership in both plants is similar, estimated at about 75 percent in the late 1990s 
(Interview with Evandro Dias Sampaio known as Carra Picho, ex-member of Multibrás 
factory commission, Aug. 14, 2002 and Dec. 1, 2005; Rodrigues, 2003). To measure 
factory commission bargaining patterns I compiled information on the issues of work time 
reduction and flexibilization. Working-time reduction without wage decrease has been and 
remains a central objective of the Brazilian labor movement, but it is met with fierce 
employer opposition. Consequently, shorter weekly hours is an adequate measure of labor 
strength, and of good and more humane conditions. And the existence of a working-time 
account (banco de horas) is also a good measure of liberalization of conditions (or 
concession bargaining) due to CUT’s long-hold opposition to working-time 
flexibilization.108 

 

                                                 
106 Over the time period 1990-2000 the difference is even greater: 110 percent for autos and 75 for 
electronics. The attentive reader would have noticed that I use here mere flows instead of inward FDI share 
(i.e., total FDI inflows in the sector as a proportion of production or sales in that sector). The main problem is 
that it unclear whether the industry classifications used by the Banco Central do Brasil for FDI and by the 
agencies compiling sales statistics correspond. In any event, for 2000 I obtain an inward FDI share of 42.3 
percent for autos and 19.7 for electronics. This difference is significant, and thus appears a robust finding 
despite the uncertainty surrounding industry classification correspondence. 
107 There is evidence that restructuring through spatial reorganization in the white goods sector has been 
prompted by increased international competition, especially increased FDI, resulting in the sector’s de-
nationalization (Cunha, 2003). To give a few examples: Bosch-Siemens Hausgeräte (BSH Continental) 
opened a second factory in Hortolândia, Interior of São Paulo, in 1997 (wages between Hortalândia and São 
Paulo plants were in a 3/4 ratio in 2004) (Interview with Vera Gobetti, BSH head of HR, Aug. 13, 2004); 
Chinese new entrant Gree set up a factory in Serra (State of Espírito Santo); and benefiting from fiscal 
incentives, Electrolux built a new factory in the metropolitan region of Curitiba (State of Paraná) in 1996 
(Cunha, 2003: 65, 74). 
108 The left leaning tendency within CUT, Alternativa Sindical Socialista, categorically rejects working-time 
flexibilization. Recently, mainstream CUT (Articulação) has become somewhat less negative regarding work 
time account agreements. 
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2.2.  The Politics of Biting and Barking in Factory-Level Outcomes 

The Multibrás factory in São Bernardo employs 1,050 workers109 to produce 
refrigerators. Multibrás�the household appliances segment of the Brasmotor group�was 
created in 1994 when Brasmotor, the owner of Brastemp, incorporated Consul. Since 1997 
Whirlpool controls the Brasmotor group (69 percent majority ownership in 1999; 
Brasmotor, 1999: 6) (Cunha, 2003: 59).110 By 1999 Multibrás’ Latin American network of 

manufacturing activities included factories in São Bernardo (established in 1951; 
refrigerators), São Paulo (stoves), Rio Claro (SP State; 1990; clothes washers and 
dishwashers), Manaus (Amazonas; microwaves and air-conditioners),111 Joinville (Santa 
Catarina; refrigerators and kits for air-conditioners), and San Luis (Argentina, refrigerators 

and washing machines) (Brasmotor, 1999: 7). The Rio Claro factory was set up on a 
greenfield site in 1990 in the context of heightened, mainly domestic competition (e.g., the 
rise of competitor Enxuta based in the southern State of Rio Grande do Sul) and union 
problems in São Bernardo (Pegler, 2000: 111-2). There, modern HRM policy (work week 
of 40 hours, health and safety, career scheme) and management’s anti-union posture were 
instrumental in forging a workforce loyal to the enterprise -- in 1993 union membership in 
the local metalworkers’ union of Limeira and Region affiliated to CUT stood at 16 percent 
(Pegler, 2000: 267, 276, 283). In Joinville where two factories co-exist on the same site 
unionization is higher (50 percent in 1994), but workers’ expectations have not been fully 
addressed by the local union, especially after management successfully substituted the less 
militant local union Sinditherme for the Mecânicos affiliated to CUT in 1989 (Pegler, 
2000: 269; 2002: 142, 145-7). 

The São Bernardo factory fell victim to restructuring as production was 
progressively concentrated in Rio Claro and Joinville (Pegler, 2002: 142). In 1975 a brand 

new refrigeration factory (factory II) was set up, bringing refrigeration and washing 
products (factory I) under two separate roofs (Pegler, 2000: 112-3). The site included the 
Brastemp’s tooling room and advanced engineering product development centre as well as 
the main office. The disengagement from the region began in the early 1990s when the 
company announced the closing of factory I and relocations to São Paulo (administration 
in 1991; stoves in 1992) and Rio Claro units (washing machines in 1991) (Diário do 
Grande ABC, 1991, 1992a; Interview with Carra Picho, Aug. 14, 2002). And on January 

31, 2001 Multibrás announced the closing of factory II and the concentration of 
refrigeration activities in Joinville (Diário do Grande ABC, 2001a). 

Confrontation long characterized the relationship between management on the one 
hand, and factory commission and local union on the other hand (Interview with Carra 

Picho, Aug. 14, 2002; Diário do Grande ABC, 2001b; DIEESE/SMABC, 1991: 4). 

                                                 
109 Of which 75 percent are unskilled, 12 percent semi-skilled and 13 percent skilled (Pegler, 2002: 140). 
110 In fact Brasmotor and Whirlpool had entered a partnership in the late 1950s (Cunha, 2003: 64). 
111 The micro-wave factory was inaugurated in 1992 (Diário do Grande ABC, 1992b). 
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Employer’s non-negotiable style of management and anti-union attitude, council’s 
militancy fed by highly unionized workforce (79 percent in 1993-1994; Pegler, 2000: 258), 
size and visibility all contributed to that situation.112 One of the most important conflicts 
centered on the factory committee. While a strike under favorable economic conditions 
was instrumental in setting it up in 1985, management closed down the council and the 
CIPA (Internal Committee for the Prevention of Accidents), and dismissed most of its 
members after only six months of operation in 1986 when the factory was hit by another 
strike (Pegler, 2000: 262).113 From 1992 onwards, against the backdrop of plant upgrading 

and changes in management personnel, plant-level collaboration improved, culminating in 
the 1994 re-establishment of the factory committee (Diário do Grande ABC, 2001b; 
Pegler, 2000: 113, 263). 

The council has had some success in raising wages beyond the increase stipulated 

in collective agreements -- e.g., in April 1991, September 1994 and November 2000 
(Galvão, 1996; SACC-DIEESE database). But non-wage aspects of the labor contract have 
also been of central concern. For instance, re-introduction of transport services was a core 
demand of the 1988-1989 strikes (Pegler, 2000: 263). Labor bemoaned the missing link 
between on-the-job training, which used to be provided under strict conditions set by 
management, skills certification, and promotion (Interview with Carra Picho, Aug. 14, 
2002; Pegler, 2000: 263). Through hard struggles work time was reduced from 44 to 42.5 
hours in 1996, and to 42 in 1998 (without reduction in wages) (Interview with Carra Picho, 
Aug. 14, 2002; Diário do Grande ABC, 1996; Multibrás, 1998). And employers tried to 
flexibilize hours via banco de horas in 1999-2000, but such an attempt failed due to 
workers’ opposition (Interview with Carra Picho, Aug.14, 2002 and Dec. 1, 2005).114 As a 
result management has been constrained to use a more expensive instrument to adjust labor 
supply to decreases in product demand: between July 1999 and July 2000, employer 
granted a total of 70 days of collective holidays (férias coletivas) (Multibrás, 1999a; 

1999b; 2000a).115 

                                                 
112 Brastemp-São Bernardo was among the largest firms in the ABC and most likely the largest in the electro-
electronics sector. For instance, employment amounted to 6,072 in April 1989 and 5,178 in mid-1991 
(DIEESE/SMABC, 1991). 
113 The CIPA was reconstituted shortly after and played a similar function than the factory committee 
(Interview with Carra Picho, Aug. 14, 2002). As Pegler (2000: 262) has noted ‘[T]he union has used the 
CIPA to highlight much more than just health and safety issues. Salaries, benefits, production processes and 
political developments have also been central to the São Bernardo union’s CIPA strategy and the Brastemp-
São Bernardo union journal’. 
114 The flexibility requirement on the part of workers inherent in working-time account system was 
considered unacceptable and too much to the advantage of management. 
In late 2000 a works agreement introduced new shift model for production workers based on a 42-hour week 
to be reached over three weeks (44.5 hours during the first two weeks, and 37 hours during the third 
(Multibrás, 2000b). Note that such work time schedule is fixed, implying that labor deployment cannot be 
adapted to market fluctuation. 
115 Brazilian labor legislation foresees 30 days of holidays per year. Collective holidays must be negotiated 
between management and factory commission; and they count as official days of holidays. 
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VW do Brasil includes the ‘traditional’ (i.e., established prior to 1990) factories in 
São Bernardo and Taubaté (State of SP), the truck and bus factory in Resende (RJ, 
inaugurated in 1996), the engine factory in São Carlos (State of SP, 1996), and the latest 
auto plant in São José dos Pinhais (VW-Audi, Paraná, 1999) (ANFAVEA, 2005: 20; 2002: 
33). It should be added that a factory manufacturing transverse gearboxes for entire Latin 
America was built in Argentina around 2002 (Interview with Hélio Honorato Moreira, ex-
member of VW factory commission, executive director coordinating the Metalworking 
Union in Diadema, Nov. 29, 2005). The Anchieta factory in São Bernardo provides work 

to approximately 12,000 employees. The factory commission was established in 1982, and 
just like in the case of Multibrás, factory commission and trade union cooperate closely 
(e.g., unionists participate in plant-level negotiations) (Barbosa, 2003: 114; Interview with 
H.H. Moreira, Nov. 29, 2005). 

Successive agreements over work time have been concluded at VW Anchieta. In 
January 1996 a working time corridor of between 36 and 44 hours with an average work 
time of 42 hours was introduced -- only hours between 45 and 48 worked on Sundays or a 
holiday are paid with overtime premium, and flow into the working time account (Blass, 
1998).116 This landmark agreement, thus, entailed work-time flexibilization as reduction in 
hours (from 44 to 42 hours) was traded against banco de horas, which immediately 
resulted in significant decrease in extra hours (Barbosa, 2003: 122). Further, in December 
1998 new provisions were agreed consisting in the possibility to implement a four-day 
working week with 15 percent wage reduction in situations of hardship, the further 
reduction in hours to 40, and an investment and employment guarantee (Novo Polo model) 
(Barbosa, 2003: 132). In 2001, finally, amidst heavy employers’ rhetoric of threats of 
unemployment and blackmailing, the provisions on banco de horas, four-day week, and 
hour reduction were renewed (Galvão, 2002: 139-40). This agreement also entailed a 
program for voluntary dismissals, new investment (Fox model), and an employment 

guarantee until 2006 (Handelsblatt, 2003k) (Interview with H.H. Moreira, Nov. 29, 2005). 
Compared to Multibrás, then, VW Anchieta factory in São Bernardo displays 

greater concession bargaining. While the two factory councils were equally successful in 
reducing hours below the statutory provision, VW workers are prone to the hazards of 
product market fluctuations via the banco de horas whereas Multibrás workers are not.117 
What accounts for this difference in bargaining outcomes? I submit that the industries’ 
varying exposure to economic globalization flows and openness is the key determinant 

here. As noted earlier, the two factories differ significantly in their exposure to 
international trade and FDI competition, with data suggesting a positive association 

                                                 
116 According to the Brazilian Constitution of 1988, the regular weekly work time is 44 hours. 
117 Standard hours are somewhat shorter at VW (40 against 42 at Multibrás). This cannot be considered as a 
significant difference in the liberalization scale because the 40 hours at VW were traded against the four-day 
week with reduction in wages in case of hardship provision, and thus against additional concession. 
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between trade and FDI flows and depths of concessions. But they also face varying inter-
State capital flows, with greater industrial restructuring away from the State of SP 
associated with more concession bargaining. 

This is further supported by plant-level analysis involving economic openness. 
Measuring the incidence of barking and biting has here been extremely difficult, and 
ultimately inconclusive.118 What we know, however, is that the VW plant Anchieta is 
facing greater domestic intra-firm competition related to heightened international 
competition compared to Multibrás São Bernardo. 

Important to understand plant-level industrial relations developments at Anchieta is 
first that management had plans to shut down the factory in São Bernardo in the early 
1990s (Interview with H.H. Moreira, Nov. 29, 2005). And with the startup of the São 
Carlos engine factory Anchieta had to give away production of engine parts (on a small-

scale) (Blass, 1998; Interview with Hélio Honorato Moreira, ex-member of VW factory 
commission, executive director coordinating the Metalworking Union in Diadema, Dec. 
14, 2005). More importantly, according to a close observer internal competition for 
investment exists between the São Bernardo and Taubaté plants since the mid-1990s, and 
currently also involves the São José dos Pinhais factory. And to add: 

 
The reason is greater internal competition at VW. It is part of the question 
of the world distribution of investment within VW (South Africa, etc). Who 
offers the best conditions? With the increased competition in the Brazilian 
market related to the opening of the economy (e.g., new investment of 
Mitsubishi, Honda, Renault, etc), it was clear to VW that they would lose 
market shares (Interview with H.H. Moreira, Nov. 29, 2005). 
 

According to this same interviewee, Luiz Marinho, ex-president of SMABC, used to say: 

‘Our problem at VW is not Ford, GM or others, but the internal competition between 
production sites at VW’ (Interview with H.H. Moreira, Nov. 29, 2005) -- note that this 
statement can refer to both organized site competition at VW do Brasil and worldwide site 
competition within VW.119 

                                                 
118 There are several reasons for this: both factories appear to have a long and complex record of barking and 
biting, the history of which is extremely difficult to reconstruct, especially when based on the stories of only 
one informant; this also relates to the less detailed analysis carried out in Brazil compared to Germany (for 
instance in most cases internal committee factory publications do not exist, and thorough review of 10-15 
years of local newspapers could simply not be carried out); and the small sample of firms, from which it is 
difficult to abstract trends. 
119 There is some evidence that globalization and exit threats mattered directly as well: ‘In 1992 against the 
backdrop of the consequences following the economic, fiscal, monetary and industrial policies implemented 
by the Collor government, when many firms threatened to move to other regions of the country or of Latin 
America, the metalworkers of ABC reoriented their union practice, publicly endorsing the Sectoral Chamber 
of the Automotive Complex’ (emphasis added, Blass, 1998: 3). 
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Multibrás, on the other hand, has gone through a similar process of spatial 
restructuring. How has this process affected the bargaining power of the factory committee 
in São Bernardo? Have employers organized domestic intra-firm competition to reward 
and punish local workforces depending on their cooperation? In fact, there appears to have 
had little, if any at all, inter-factory competition after 1992, mainly because of a clear 
division of labor among the existing sites -- e.g., stoves in São Paulo, washing machines in 
Rio Claro, one-door refrigerators in Jonville, and two-doors refrigerators in São Bernardo 
(Interview with Carra Picho, Dec. 1, 2005; Diário do Grande ABC, 1992a).120 In addition, 

regular plant upgrading through major investment gave factory councilors good reasons to 
believe in the resilience of the factory (e.g., R$20 million in the mid-1990s, complete 
modernization in 1998) (Diário do Grande ABC, 1992a; 1997; 2001a; Interview with 
Carra Picho, Dec. 1, 2005), despite domestic exit threats signaled by employers (Interview 

with Carra Picho, Aug. 14, 2002; Diário do Grande ABC, 1991; 2001a). 
In short, compared to Multibrás-São Paulo the VW plant has not only been facing 

greater globalization flows but also greater openness to investment flows, including an 
almost permanent threat of production shifts, whether domestic or foreign. This stronger 
inter-site competition in the context of greater economic globalization has almost certainly 
informed VW’s factory committee bargaining, and helped trigger the concessions that took 
the form of ‘pacts for investment and employment’.121 

Finally, the VW case also lends some credence to the argument that barking is most 
credible, and hence effective, where there is a history of biting. As mentioned earlier, 
although we have little structured knowledge about the bark-bite pattern here, we do know 
that in one case the Anchieta plant lost some small-scale production to the São Carlos 
engine factory (see above). This occurred around 1996, that is, just at the onset of the wave 
of works agreement at VW São Bernardo. This domestic production shift (or domestic 
bite) is more than only the result of increased domestic competition, given the sharp rise in 

international competition in the Brazilian auto industry around that time. Such (domestic) 
bite is likely to have strengthened the credibility of the subsequent barking. 

To conclude, what are the lessons, if any, to be drawn from the 2001 closing of the 
Multibrás-São Bernardo for plant-level labor politics under globalization? The versions 
told by the actors involved differ greatly. Employers sought to make better use of installed 
capacity in the refrigeration segment in a context of declining demand (an estimated 60 
percent only of production capacity was used) (Diário do Grande ABC, 2001a).122 In a 

                                                 
120 Competition from the Argentinian site was nonexistent (Interview with Carra Picho, Dec. 1, 2005). 
121 Supportive evidence for the argument is that international benchmarking between production sites appears 
most advanced in the car industry (see Hancké, 2000; Mueller and Purcell, 1992). And VW might have 
transferred the practice of plant-level pacts for employment and investment that became so widespread after 
1993 in Germany to Brazil. 
122 In November 2000, that is three months prior to the plant closing announcement, Multibrás-São Bernardo 
paid its workforce above the rate stipulated in the collective agreement (2.65 percent wage increase compared 
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seemingly contradictory statement, however, director Gilberto Teixeira explained that the 
Joinville factory was more competitive with respect to production costs but that the 
decision to shut down Multibrás-São Bernardo had nothing to do with the costs in the ABC 
(quoted in Diário do Grande ABC, 2001a). Some voices sympathetic to the labor 
movement thought that the wage differential between Joinville and São Bernardo, 
estimated at about 3/5, and militant unionism had mattered (Diário do Grande ABC, 
2001b; Interview with Carra Picho, Aug. 14, 2002). However, SMABC president Luiz 
Marinho�arguably in a self-legitimizing move�rejected the view that union activism was 

responsible for the company’s decision (Diário do Grande ABC, 2001b). And according to 
governor Geraldo Alckmin, who had a personal encounter with the company president, 
Multibrás left for reasons of competitiveness and costs (Gazeta Mercantil, 2001) -- further 
fueling the thesis that labor politics had played a role in the decision.123 Whatever the real 

motivations may have been, it does suggest that in Brazil too the scope for plant-level labor 
politics has been considerably reduced under globalization. 

 

Concluding Remarks 

 
This chapter documented how real and threatened FDI and trade competition affect 

plant-level bargaining outcomes in nine German and two Brazilian metalworking factories 
that vary in globalization flows and threats. Strikingly, across the industrialized and 
developing worlds’ divide most changes in the last ten years in factory labor conditions 
correlate with general patterns and process-tracing details of various faces of economic 
globalization -- suggesting strong globalization effects for works councils bargaining. 
More specifically, the main finding is that greater trade and especially FDI flows tend to 
increase concessions by works councils, and broader measures of openness yield stronger 

results than measures focused on flows alone. Factories facing greater domestic capital 
mobility related to heightened economic globalization also tend to show deeper 
concessions. I documented, further, interaction between exit and voice surrounding such 
bargaining, where past bite tends to enhance the credibility and effectiveness of employer 

barking, and where barking is loudest amidst doubt over future bite -- the latter finding 
being based on the German material only due to the great difficulties surrounding 
measuring bite and bark in the two Brazilian factories studied. 

 

                                                                                                                                                    
to 1.7 percent in machine tools and electronics; SACC-DIEESE database), which is hardly evidence of 
establishment hardship. 
123 It cannot be totally discounted that by playing up the labor cost issue and down the fiscal aspect Alckmin 
tries to shift the burden of responsibility from government to industrial relations actors, especially to the 
union. 
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Chapter Four.  Globalization and Union Wage Bargaining 
 

How do greater trade and FDI flows and openness affect union as opposed to works 
council bargaining? Do different measures of economic globalization�trade and FDI 
flows, as well as threatened exit or competitive pressure�affect union wage bargaining 
differently? And do the kind of economic globalization (globalization levels vs. 
comparative advantage) and union ideology mediate the relationship between globalization 
and wage bargaining? This chapter explores these and other questions about the political 
economy of union wage bargaining under globalization by focusing on the German and 
Brazilian metal industries while making some reference to developments in chemicals (and 
textiles in the case of Germany). One main goal is to disentangle the globalization-wage 
nexus by studying the choice and preference of unions and their constituencies over wages. 
Accordingly, union wage bargaining, the object of inquiry, is de-composed in three distinct 
elements, namely the union’s wage bargaining strategy (militancy vs. moderation), the 
bargaining outcomes (nominal or real wage increments), and wages (the wage package). 
The evidence draws mainly on qualitative historical analysis of about 30 years of collective 
bargaining over wages in metalworking, as well as on the limited cross-sectional 
comparison already mentioned. 

I want to stress here the importance of studying the trade union strategy in terms of 
wage militancy or moderation, in addition to wages which is the focus of most studies in 
political economy and especially economics. It is crucial to understand whether wage 
restraint is perceived by those who have to endure it as a sacrifice or as a valuable 
contribution to make jobs more secure. This is important because it may tell us something 

about the existing (or lack of) political legitimation for continuing economic integration, 
and hence whether compensation to the losers may be necessary to avoid a backlash 
against globalization. To illustrate, it is sometimes said that workers in developed countries 
are very well aware of what the increasingly global competition means for their living 

standards, and that they are prepared to forgo additional benefits especially if such 
renouncement implies greater job stability or improvements in the conditions of workers in 
the South. In this example further economic integration is likely to get public approval, an 
important conclusion for the political economy of globalization about which studies 
focusing on globalization and wages alone have little to say. 

The reader should be warned that analyzing possible downward pressures on wage 
increments and wage packages is a bit like comparing apples and oranges. Indeed, in 
industry-wide bargaining systems such as those of Germany and Brazil, the nominal wage 
increment is exclusively determined by the interaction of trade unions and employers’ 
associations at the sectoral level. The wage package (measured for instance by the real 
annual hourly wage), however, is not only influenced by the (bi-) annual wage increments, 
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but also by a myriad of factory- and sectoral-level decisions such as job reclassification, 
individual work time extension, cuts in holidays bonuses, etc. 

 

Part One.  The Political Economy of Union Wage Bargaining in Germany 

 
How, if at all, has increased economic openness affected IG Metall’s wage 

bargaining? To answer this main question requires examining three related sub-questions. 
The first is whether increased trade and FDI openness has informed IG Metall’s wage 

bargaining strategy and hence whether IG Metall has self-consciously endorsed wage 
moderation to improve international competitiveness and safeguard jobs. The second 
question is whether economic globalization has affected bargaining outcomes, which may 
swing free of actors’ claims about their bargaining strategies and justifications for their 
own policies. And third, what is the relationship between globalization and wages? I use 
qualitative research methods and descriptive statistics to analyze the two first sub-
questions, while I review existing quantitative studies to answer the third one. Part One is 
organized in three sections. The first sketches the institutional framework of wage 
bargaining in Germany with particular reference to the metal industry and reviews the 
main determinants of IG Metall’s wage demands. Section two outlines the trends in wage 

developments in metalworking for the period 1971-2005. The last section examines the 
recent movements in wage levels by focusing on the role of threatened as well as actual 
FDI and trade competition. 

 

1.  Collective Bargaining Institutions and Processes, and Determinants of IG Metall’s 
Wage Claims 

 
Tarifautonomie is the fundamental principle underpinning the collective bargaining 

system, implying the autonomy (or freedom) of the social partners to set wages and 
working conditions through negotiations. A corollary to this principle is that the 
government is not allowed to intervene in collective bargaining, excluding statutory 
incomes policies. And according to an unwritten rule, the government is even expected to 
refrain from commenting on ongoing bargaining rounds (Streeck, 1994: 120). 

The individual freedom of association principle refers to the right of companies 
(and employees) to organize themselves in associations. The interests of employees and 

employers are thus represented by trade unions and individual employers or associations of 
employers, respectively, which enter collective bargaining on an annual or bi-annual 
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basis.124 Bargaining takes place primarily at the industry-level. Although the German 
Federation of Trade Unions (Deutscher Gewerkschaftsbund, DGB) and the German 
Confederation of Employers’ Associations (Bundesvereinigung der Deutschen 
Arbeitgeberverbände, BDA) could in principle bargain on behalf of their member 
organizations, neither the DGB nor the BDA has standing rules authorizing it to conclude 
collective agreements due to individual unions and employers’ associations’ lack of 
interest in complete centralization (Weiss and Schmidt, 2000: 149). Strictly speaking, the 
terms of a collective agreement apply only to union members, but employers almost 

universally choose to provide identical conditions to union and non-union members. 
German collective bargaining is highly coordinated. First, the DGB’s quasi-

monopolistic position and the organizational principle of Industriegewerkschaft (or 
sectoral union organization) greatly diminish overlapping and competition between 

industrial unions. Second, despite the relatively large number of industrial unions 
organized within the DGB�in the early 1990s the Federation consisted of 16 individual 
unions�bargaining coordination results from the fact that only the unions in 
metalworking, chemicals, construction, and public sector are significant independent wage 
bargainers (Streeck, 1994: 124-5). And the extent of intraconfederal union concentration, 
hence formal coordination, has recently increased: after a wave of union mergers in the 
1990s, the DGB presently embraces only eight industrial unions (Ebbinghaus, 2000).125 
Third, and most importantly, coordination is realized through the wage leadership of IG 
Metall, or, put differently, through the pace-setting function of the metal industry. Indeed, 
since the 1950s IG Metall has been the first to reach an agreement in nearly all annual 
wage rounds, with the other unions following suit (Streeck, 1994: 125). The reason for IG 
Metall’s leadership lies in its superior organizational (including strike capacity) and 
political power, making it reasonable for others to rely on the metalworking union to set 
the best possible precedent.126 It should be stressed that the chemicals union 

(Industriegewerkschaft Bergbau, Chemie, Energie, Industrial Union in Mining, Chemical, 
Energy, IG BCE) is increasingly contesting IG Metall’s wage leadership as illustrated by 
the fact that the chemicals sector has been the first to reach a settlement in 1994, 2000, and 
2002. 

                                                 
124 This is true for the wage agreement (Entgelttarifvertrag). The general framework agreement 
(Manteltarifvertrag), including provisions for mediation procedures, Christmas bonus, holidays and sick pay, 
and the wage structure agreement (Bundesentgelttarifvertrag) including job classification rules, is negotiated 
less frequently, approximately every four years (Behrens and Jacoby, 2004: 120). 
125 For instance, the trade unions in textiles (Gewerkschaft Textil-Bekleidung, GTB) and wood and plastics 
(Gewerkschaft Holz und Kunststoff, GHK) joined IG Metall in 1998 and 2000, respectively. 
126 IG Metall has accounted for one third of DGB membership in recent decades (25, 29, 33, 33, 34 and 36 
percent in 1950, 1960, 1970, 1980, 1990, and 2000, respectively; see Ebbinghaus, 2002b). And the creation 
of the giant private and public services union Ver.di (Vereinigte Dienstleistungsgewerkschaft) in 2001 has 
not displaced IG Metall from its position as the most powerful and influential union in Germany, despite the 
fact that Ver.di exceeds IG Metall in size (3 million workers or 39 percent of DGB membership against 2.7 
million in 2000; see Ebbinghaus, 2002b). 
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Peak-level wage negotiations in the metal industry are rare, which mirrors the 
mismatch in the degree of centralization between IG Metall and Gesamtmetall (Behrens 
and Jacoby, 2004: 108-9). In fact, collective bargaining takes place at the decentralized 
level between the regional IG Metall districts (under the control of the union headquarters) 
and the regional Gesamtmetall affiliates, with Gesamtmetall coordinating the negotiations 
on the employers’ side. The union, however, is able to achieve uniform terms of 
employment throughout Germany via ‘connective bargaining’, that is, it pushes to extend 
the agreement concluded in the designated pilot district to the other districts (Behrens and 

Jacoby, 2004: 109). 
As far as the union’s internal decision-making procedure is concerned, the 

distribution of power is skewed towards the federal executive board (Vorstand), although 
the rank-and-file is widely consulted (Weiss and Schmidt, 2000: 150; IG Metall, 2002a: 

16). Demands are initially discussed by union members and shop stewards at the plant 
level, and in meetings of the union’s administration offices (Verwaltungsstellen). Here the 
members’ willingness to take industrial action to support the claims is also sounded. The 
bargaining committees (Tarifkommissionen), constituted mainly of works councillors of 
important firms in a given region, then hand over the list of demands to the central 
executive board, which has alone the authority to make binding decisions regarding the 
claims, the termination and the conclusion of a nationwide agreement. 

There are three major determinants of IG Metall wage demands (Streeck, 1994). 
First, IG Metall’s wage leadership induces a macro-economic responsibility. Knowing that 
the other sectors are likely to follow suit, IG Metall is ‘forced by self-interest to conceive 
its collective bargaining strategies in a macroeconomic context’ because ‘the employment 
of its members depends to a large part on the propensity of businesses in these [other] 
sectors to invest’ (Streeck, 1994: 126). Or, put differently, a wage leader responsibility-
conscious union may be brought to exercise wage restraint from self-interest. In any event, 

when setting up its wage claims, IG Metall takes into account the economic conditions and 
particularly productivity not only in the metal industry but also in the entire economy. 
Thus, when productivity in the economy lags behind that in the metal industry, IG Metall 
may find it difficult to attain wage increases fully compensating the productivity gains in 
its own sector. 

Second, industry-level bargaining implies that negotiators cannot take into account 
the particular circumstances in individual companies. This is particularly true for the metal 

industry which encompasses a very heterogeneous group of economic branches (autos, 
electronics and electrical equipment, machine tools, and computing). The union, thus, has 
to strike a deal which is acceptable to both well- and under-performing firms. Two factors 
influence the settlement level. On the one hand, and influencing the wage floor, IG Metall 

remains convinced that unproductive and unprofitable businesses should not be subsidized 
by employees via lower wages. Cost competition is believed to be a short-sighted strategy, 
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likely to undermine product innovation and quality competition that sustain the German 
‘diversified quality production regime’ (Streeck, 1997). On the other hand, the wage drift 
explains why the wage ceiling may not necessarily be high. The wage drift consists of an 
additional payment negotiated at the company level between works council and 
management, allowing for differentiated remuneration depending on the economic 
performance of the firm, thereby buying out highly organized workforces in prosperous 
(often large) firms. The wage drift is generally considered an important stabilizing factor of 
the industry-wide bargaining institution. 

Traditionally, and third, IG Metall has agreed to settle at the level corresponding to 
the ‘margin of distribution’ (Verteilungsspielraum), which is defined as the sum of 
inflation and productivity. But the union has always included a third element in its wage 
demands, namely the ‘redistributive component’ (Umverteilungsfaktor). In IG Metall’s 

view, this component is supposed to compensate for a conjunctural decline of the labor 
share in the gross national product, and, more generally, to redistribute income away from 
capital to labor. Let us now sketch the recent history of wage bargaining in the metal 
industry. 

 

2.  Trends in Wage Settlements 1971-2005 

 
Table 4.1 presents descriptive statistics on trends in wage settlements for the metal 

industry over the period 1971-2005.127 It displays three indicators capturing developments 
in union wage bargaining: IG Metall’s pay claim; the nominal (or gross) wage increase, 
that is the rate of increase agreed by the social partners; and the real wage increase, that is 
the increase in nominal wage corrected by the rate of inflation. Table 4.1 also shows key 

macro-economic determinants of wage bargaining, namely productivity growth for the 
German economy as a whole and for the metalworking industry, increase in consumer 
prices (or inflation rate), and real GDP growth. And to gauge IG Metall’s bargaining 
strategy by its self-declared goal of redistribution, I have calculated the ‘margin of 
distribution’ by summing up the productivity growth for Germany and the rate of inflation. 
Data are for unified Germany from 1992 onwards.128 

To start with, IG Metall’s pay claim provides a rough indicator of the actor’s 

intention in terms of its bargaining strategy (militancy vs. moderation). In 21 of the 26 
bargaining rounds between 1971 and 2005 and in all of them since the mid-1980s IG 
                                                 
127 Productivity figures are provided online by Gesamtmetall from 1971 onwards. In order to have ten years 
per decade, the 1970s are defined here as 1971-1980, the 1980s as 1981-1990, and the 1990s as 1991-2000. 
128 Except for real GDP growth, where data is for united Germany as of 1991. Moreover, in 1992 and 1993 
there were significant differences in the inflation rate between unified Germany and Western Germany. I 
assume that the social partners have used the rate for unified Germany. Nonetheless, the agreed wage 
increase in these two years lagged behind the ‘margin of distribution’ independently of the measure of 
inflation chosen. 



 

IG Metall 
Pay Claim

Gross Wage 
Increase Productivity

Productivity 
(Metal Ind.) Inflation

Margin of 
Distribution Net

Real wage 
growth (I)

Mean 
I

GDP real 
growth (II)

Mean 
II I/II

1971 12,0% a 12,2 3,9 2,7 5,2 9,1 + 6,7 3,3
1972 9,0-11,0% 7,5 5,2 6,6 5,5 10,7 - 1,9 4,1
1973 11,0% 8,5 5,5 5,5 7,0 12,5 - 1,4 4,6
1974 15,0-18,0% 11,6 3,3 1,2 7,0 10,3 + 4,3 0,5
1975 10,5-12,0% 6,8 -0,8 5,8 5,9 5,1 + 0,8 3,02 -1,1 2,3 132
1976 8,0% 5,4 8,4 7,4 4,3 12,7 - 1,1 5,0
1977 7,0-9,5% 6,9 4,6 4,3 3,7 8,3 - 3,1 3,0
1978 8,0% 5,0 3,1 3,6 2,7 5,8 - 2,2 3,0
1979 6,0-6,5% 4,3 3,7 3,6 4,1 7,8 - 0,2 4,2
1980 9,5-10,0% 6,8 0,3 2,9 5,4 5,7 + 1,3 1,58 1,3 3,3 48

2,30 2,8 82
1981 7,5-8,0% 4,9 1,2 2,9 6,3 7,5 - -1,3 0,1
1982 7,5% 4,2 -0,1 1,5 5,3 5,2 - -1,0 -0,8
1983 6,5% 3,2 3,7 2,2 3,3 7,0 - -0,1 1,6
1984 Infl./3,3-3,5% 3,3 3,1 2,9 2,4 5,5 - 0,9 2,8
1985 2,0 2,7 5,6 2,2 4,9 - -0,2 -0,36 2,2 1,2 -30
1986 6,0-7,5% 4,4 1,6 1,1 -0,1 1,5 + 4,5 2,4
1987 5,0% 3,7 1,5 1,6 0,2 1,7 + 3,5 1,5
1988 2,0 2,7 3,5 1,3 4,0 - 0,7 3,7
1989 2,5 3,4 4,9 2,8 6,2 - -0,3 3,9
1990 9,0% 6,0 5,6 3,3 2,7 8,3 - 3,2 2,32 5,7 3,4 67

0,98 2,3 43

Table 4.1:  German Metal Industry:  Selected Economic Indicators of Wage Policy,  1971-2005

Notes
a In 1970-1 a 15-month contract included a 15.3% wage rise. I calculated the increase over 12 months to fit it with the year 1971

The thick separation line indicates a break in a statistical series, here due to German unification



 

IG Metall
Pay Claim

Gross Wage 
Increase Productivity

Productivity 
(Metal Ind.) Inflation

Margin of 
Distribution Net

Real wage 
growth (I)

Mean 
I

GDP real 
growth (II)

Mean 
II I/II

1991 10,0% 6,7 3,7 3,4 3,6 7,3 - 3,0 n.a.
1992 9,5% 5,4 2,6 4,8 5,1 7,7 - 0,3 2,2
1993 . 3,0 1,6 1,6 4,4 6,0 - -1,3 -1,1
1994 6,0% 2,0 3,0 9,2 2,8 5,8 - -0,8 2,3
1995 6,0% 3,4 2,6 3,2 1,7 4,3 - 1,7 0,57 1,7 1,3 44
1996 . 3,6 2,4 5,9 1,4 3,8 - 2,2 0,8
1997 5,0% 1,5 2,5 7,4 1,9 4,4 - -0,4 1,4
1998 . 2,5 1,2 6,2 0,9 2,1 + 1,6 2,0
1999 6,5% 3,2 1,4 3,0 0,6 2,0 + 2,6 2,0
2000 5,5% 3,0 2,6 8,4 1,5 4,1 - 1,5 1,49 2,9 1,8 82

1,03 1,6 65
2001 . 2,1 1,7 2,1 2,0 3,7 - 0,1 0,8
2002 6,5% 4,0 1,6 1,9 1,4 3,0 + 2,6 0,1
2003 . 3,1 1,1 2,4 1,0 2,1 + 2,1 -0,1
2004 4,0% 2,2 0,8 4,5 1,7 2,5 - 0,5 1,2
2005 2,7 n/a n/a 2,0 n/a n/a 0,7 1,18 0,9 0,6 204

Unit labour cost growth: progression of labour costs in relation to productivity 

Table 4.1:  Continued

Sources:  Productivity: Gesamtmetall, Table 18; from 1992 onwards figures are for unified Germany; Wages: IG Metall, Daten, Fakten, Informationen, 2002, and IG Metall, 
Tarifbewegungen der IG Metall - Metallindustrie, various years; Inflation: IMF, International Financial Statistics, consumer prices, and IG Metall, Daten, Fakten, Informationen, 2002 
for years 1970 and 1991; GDP real growth: OECD Economic Outlook. GDP, Volume, 2000 Cst PPP, from 1991 onwards for unified Germany and Statistisches Bundesamt for 2005; 
Unit labor cost growth: Gesamtmetall Table 18.  

The thick separation line indicates a break in a statistical series, here due to German unification

Notes

Mean (I; II; III): average growth rate over a period of 5 (or 4) and 10 years of the economic indicator situated to the left 

Mean I/III: a comparison of the real wage growth to the real GDP growth

Productivity: figure for the economy as a whole

Margin of distribution: sum of inflation rate and productivity

Net: refers as to whether the gross wage increase is higher/equal/lower than the mergin of distribution



 90 

Metall’s initial pay claim exceeded the ‘margin of distribution’, clearly indicating that the 
union has not given up on including a redistributive component in its bargaining 
strategy.129 But beyond the rhetoric, how did the union fare? Trends in nominal wage 
increases provide some evidence that over time the union has found it more difficult to 
reach settlements fully compensating for the rises in productivity and inflation. Indeed, 
whereas IG Metall managed to set wages above the ‘margin of distribution’ in four years in 
the 1970s, it could do so in only two years in the 1980s and 1990s.130 

Focusing on developments in real wage increases, the average real wage growth of 

2.3 percent in the 1970s clearly overshadows the average growth rates of one percent 
during the 1980s and 1990s and of 1.2 percent between 2001 and 2005. But taking a time-
span of five years reveals considerable variation within the decades. The good score for the 
1970s appears to be driven by the high settlements of the first half of the 1970s (average 

real wage growth of three percent). Conversely, the early 1980s and 1990s, with average 
real wage increases of –0.4 and 0.6 percent, respectively, bring the average over the decade 
considerably down. And consideration of the incidence of positive real wage increases 
shows a similar pattern. Indeed, while there has been a positive real wage increase in every 
single year between 1971 and 1980, this has been the case in five and seven years, 
respectively, in 1980s and 1990s, and in only one and three in the first half of the 1980s 
and 1990s, respectively. 

In about two-third of the years under consideration real wage increases remained 
below economic growth. Trends in disaggregated data are in keeping with what we have 
observed so far. While real wages grew less than the economy as a whole in five out of ten 
years between 1971 and 1980, this occurred in eight and six years, respectively, in the 
following two decades, with the 2001-2005 developments patterning with the 1990s. More 
importantly, the ratio between real wage and GDP increases—a measure of the extent to 
which economic growth is re-passed on to workers�fell from the equivalent of 82 percent 

in the 1970s to 43 percent in the 1980s, and increased to 65 percent in the 1990s. It should 
be stressed that on this measure there has been a marked improvement in the last five years 
(Table 4.1). In short, the different measures of wage developments clearly point to 
increasingly pressurized wage bargaining in the 1980s and 1990s, with several indicators 
suggesting strongest effects during the 1980s. More specifically, pressure on wage 
bargaining appears greatest in the first half of the 1980s as well as in the early 1990s, 
despite what are generally considered to be significant wage settlements in 1991 and 1992 

(gross wage increases of 6.7 and 5.4 percent in 1991 and 1992, respectively). 

                                                 
129 The year 1983 does not belong to the exceptions if the ‘margin of distribution’ is calculated based on the 
productivity gains in the metal sector instead of the economy as a whole. Moreover, 1984 might be 
considered an exception due to initial negotiations on work time reduction. 
130 This trend remains unchanged when calculated on the basis of productivity gains in the metal industry 
instead of the economy as a whole. 
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One note about wage increases, wage costs and labor costs. As already pointed at, 
the annual wage increase is the single most important factor influencing the long-term 
development in wage costs, but it is certainly not the only one. Labor costs, on the other 
hand, are defined as the sum of wage costs (including holidays and Christmas money) and 
non-wage labor costs (i.e., social security contributions). It is often said that in 
international comparison the ‘problem’ of Germany lies in the combination of relatively 
high wage and non-wage labor costs. And indeed, German labor costs became an issue of 
concern in the early 1990s after these costs had grown faster than in most competing 

countries in the second half of the 1980s.131 And the political and economic transition in 
the former communist Central and Eastern European countries, which opened up low-wage 
markets at Germany’s doorsteps, helped to send perceived German labor costs to 
stratospheric levels. The increase in non-wage labor costs has been a political decision 

aimed at financing rising unemployment and reunification (Manow and Seils, 2000). In 
any event, the Standortdebatte surfaced in early 1992132 centering on the questions of 
whether Germany remained attractive as a business location and whether the high labor 
cost environment would not lead firms to vote with their feet. It has since been a constant 
of the German public debate.133 

High labor costs, however, are not in itself a sign of weakness of a production 
location. Unit labor costs, which measure how labor costs evolve in relation to 
productivity, are a much better indicator of changes in compensation and international 
competitiveness. Developments in unit labor costs134in both the German economy as a 
whole and in the metal industry reveal a steady decline over the last three and a half 
decades. For instance, German unit labor costs declined from an average of 6.3 percent in 
the 1970s to 2.1 percent in the 1980s, and further from 1.7 percent in the 1990s to 0.3 
percent between 2001-2004 (Gesamtmetall, 2003 and 2005: Table 18). And the decline is 
even more pronounced in metalworking. These figures appear consistent with the 

statement that after 1993 unit labor costs fell faster than in other European countries 
(Hassel, 2001: 318). They also suggest a decline in the labor share in total national income. 
This can be illustrated by using the labor costs calculated as a percentage of total sales. For 
the Western German metal industry, this share increased from 30.9 to 33.5 percent between 

                                                 
131 In 1992, the hourly labor costs in the West German manufacturing industry amounted to DM40.51.-, 
compared to DM37.98.- in Sweden (the second highest) and DM25.22.- in the US (Klodt and Stehn et al., 
1994: 7). In 2002, the hourly labor costs in the metalworking industry amounted to  �28,60.- in West 
Germany, compared to �30,80.- and �30,30.- in Norway and Switzerland, respectively. To contrast, such 
costs amounted to �25,50.-, �23.- and � 18,20.- in the US, The Netherlands and France, respectively 
(Gesamtmetall, 2002: Table 33). 
132 Some argue that the Standortdebatte begun in late 1980s with the EU Single Market growing together 
(Volkmann, 1989). 
133 This can be seen, for instance, by the regularity with which scholars have treated the question. See Klodt 
and Stehn et al. (1994), Jungnickel (1996), Marquardt (1998), Borrmann et al. (2001) amongst others. 
134 Productivity and labor costs are both measured per hour worked. 
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1971 and 1974, after which it steadily declined throughout  three decades to reach 22.2 
percent in 2004 (Gesamtmetall, 2005: Table 11). 

 

3.  Explaining Wage Developments 

 
What accounts for the increased pressure on wage bargaining as just described? 

The first sub-section reviews the dominant accounts that stress the role of a range of 
domestic political economic factors while the second focuses on economic globalization. 
The latter also includes an examination of the relationship between globalization and 
wages. 

 

3.1.  Domestic Political Economic Factors 

The three conventional explanations for the overall moderate wage developments in 
the metal industry during the 1980s and 1990s focus on domestic political or economic 

conditions. First, Scharpf (1991), Streeck (1994), and Hall and Franzese (1998) suggest 
that the ‘signaling’ mechanism initiated unilaterally in late 1974 by the German central 
bank (Deutsche Bundesbank) has been instrumental in moderating the wage bargaining 
strategy of IG Metall.135 The union’s cooperation in restraint has been an act of self-

interest whose logic can be summarized as follows: wage restraint keeps costs down; this 
eases inflationary pressure which allows more expansionary monetary policy; and cheaper 
credit implies investment, which in turn means (i) accelerating productivity and hence 
increases in real wages, and/or (ii) employment growth. The ‘signaling’ system between IG 
Metall and the Bundesbank was particularly efficient because IG Metall could speak with 
one voice on behalf of the trade union movement knowing that the other trade unions 
would follow suit as a result of highly coordinated bargaining under its wage leadership. 

Second, collective working time reduction spanning from the mid-1980s to the mid-
1990s has left traces on wage level developments. Against the background of declining 
growth rates and increases in unemployment in the wake of the oil shocks of the 1970s, 
employers began questioning the ‘Fordist distribution compromise’ wherein real wages 
                                                 
135 In the early 1970s, inflation rates soared, which the Bundesbank largely attributed to the unions’ 
‘redistributive offensive’ (see Table 4.1). This, together with the shift to a social-liberal government 
conducting an expansionary fiscal policy, paved the way for a major watershed: at the end of 1974, the 
Bundesbank unilaterally decided to implement a strategy conducive to wage restraint, which was made 
possible by the political autonomy of the German central bank. The Bundesbank committed itself to use all 
available means to keep the yearly rate of growth of the money supply under control, and being fully 
independent, and thus shielded from electoral pressures, it would not need to bother much about 
consequences on (un-)employment. A ‘signalling’ process between central bank and union developed: during 
annual bargaining rounds, the central bank would publicly comment on the union’s wage demands and emit 
warnings about the likely monetary policy consequences of overly inflationary agreements. In clear, if unions 
went for high wage increases, they would be sanctioned by higher interest rates, which in turn would lead to 
employment losses. 
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roughly co-evolved with productivity gains (Bispinck and Schulten, 2002: 4). As a 
response to employers’ new assertiveness, IG Metall adopted a strategy of reducing weekly 
working time in order to fight unemployment. To achieve reduction with full wage 
compensation, IG Metall agreed to channel several productivity percentage points into the 
financing of the policy, with negative repercussions on real wages (Thelen, 1991; 
Bispinck, 1995; Streeck, 2001). Thus, collective agreements with the unusual duration of 
two and three years, respectively, were concluded in 1984 and 1987, with nominal wage 
increases lagging behind productivity in 1985, 1988 and 1989 (Table 4.1).136 Real wages 

rose only slightly in 1988 and fell by 0.2 percent in 1985 and by 0.3 percent in 1989. 
Third, movements in wages may also correlate with indicators of economic 

performance such as company profits or unemployment by way of changes in labor 
demand (Dore, 1994: 3, 24). Thus, in the context of the economic recession of the early 

1980s, IG Metall settled for real wage losses in 1981 and 1982 (Thelen, 1991: 162; Table 
4.1). Similarly, Hassel and Schulten (1998: 502) have argued that labor shedding related 
but not limited to the 1993 recession put IG Metall under increased pressure to accept 
employers’ demands for cost reduction during the first half of the 1990s.137 And according 
to Bispinck (1995: 13), the deterioration of labor’s market power in the context of 
economic recession and rising unemployment accounts for the very low wage settlement in 
1994. 

To sum up, the ‘signaling’ mechanism, the union’s demand for a thirty-five-hour 
workweek, persistent (and rising) unemployment as well as economic downturns have all 
contributed to put downward pressure on wages. While it is difficult to tell which factor 
has had the greatest overall impact, each of them has played out differently over time. 
Thus, whereas the negative wage effects of work time reduction have been clearly 
delineated in time, those of unemployment and particularly of the Bundesbank’s signaling 
have been more diffuse. In terms of its bargaining strategy, then, IG Metall has been 

willing to endorse wage moderation as a result of its own political agenda (work time 
reduction) and of the institutional setting (i.e., the combination of central bank 
independence and wage coordination through IG Metall wage leadership). I shall refer to 
the former strategy as political wage moderation and to the latter as macroeconomic-

institutional wage moderation. 

                                                 
136 Working time reduction to thirty-five hours (traded in exchange for flexibility in implementing the central 
bargain at the factory level) was negotiated in three stages. In 1984 the social partners concluded a collective 
agreement valid for 26 months involving a reduction in the workweek from 40 to 38.5 hours beginning April 
1, 1985. Further reductions in average weekly work time to 37.5 as of  April 1, 1988 and to 37 as of April 1, 
1989 were agreed in 1987 (the agreement entailed an unprecedented three-year contract). Finally, in 1990, an 
agreement valid for 12 months stipulated a reduction to 36 hours beginning in April 1993 and down to 35 
hours beginning in October 1995 (Thelen, 1991: 161-75; IG Metall, 2002a). In all but one year (1987) where 
negotiations on work time took place, nominal wage increases lagged behind the ‘margin of distribution’ (see 
Table 4.1). This finding is robust to a change in the productivity indicator. 
137 Hassel and Schulten (1998: 500) also point to the membership problem of both trade union and 
employers’ organizations in explaining the increased pressure on collective bargaining. 
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3.2.  Economic Globalization 

How have increased trade and FDI flows as well as openness to such flows affected 
IG Metall’s bargaining strategy and outcomes? More specifically, how do threats of 
foreign relocation that are commonly voiced by employers during collective bargaining 
rounds affect union strategy? Has IG Metall responded to increased trade and FDI 

openness by moderating its wage militancy? And have changes in globalization levels or 
comparative advantage affected the level of wage settlements, independently of what 
unions may claim about their bargaining strategies? Before turning to these and other 
questions I outline the over time variation in market integration for the metal industry. 

But first it is necessary to understand the logic through which IG Metall may have 
an interest to exercise restraint as a response to increased globalization. The argument 
bears resemblance with the self-interest logic underpinning the ‘signaling’ mechanism 
involving the Bundesbank, although the causal chain is distinct: moderate wage increments 
keep costs down, which improves international competitiveness, in turn inducing growth 
and investment which will (i) accelerate productivity increases and hence increases in real 
wages, and/or (ii) reduce unemployment (Dore, 1994: 7-8). The union’s rationale involves 
renouncing short-term benefits for middle to long-term gains. Union wage bargainers think 
about wages in terms of costs and competitiveness, and I shall henceforth refer to such 
bargaining strategy as competitive wage moderation. And following economic theory, I 

shall refer to the causal chain connecting wage moderation to improvements in 
competitiveness as the mechanism of ‘supply-side economics’. 

The metal industry has become more interconnected with global markets in terms 
of both trade and FDI over the last thirty years. As for total trade, although the industry has 

been internationalized for decades, the pace of internationalization has accelerated in the 
1990s (growth rates of 13. 5 and 21 percent, respectively, over the periods 1981-1985, 
1986-1990, and 1996-2000; see Table 4.2).138 And compared to other manufacturing 
industries, it belongs somewhere between the medium and high trade globalization groups. 
Indeed, while the total trade share for metal amounted to 109 percent in 2000, it equaled 
198, 129, and 49 percent for textiles, chemicals, and food-beverages-tobacco, respectively. 
Moreover, throughout the period the metal industry has displayed a net, strong comparative 

advantage, especially in transport equipment and machine tools (Figure 4.1 and Table 4.2). 
It is worth emphasizing, however, that the industry suffered a very significant drop in 
international competitiveness�a simultaneous decline in export performance and increase 
in trade penetration�at the turn of he 1990s. But the sustained growth in imports after 
1995 has been more than offset by year-to-year increases in exports, resulting in an overall 
strengthening of comparative advantage (Figure 4.1). 
                                                 
138 Data for the period 1991-1995 is not available due to reunification and changes in industry classification. 



 

Fig. 4.1: Trade Competition in the German Metal Industry, various measures, 1980-2002
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X/Prod. M/Prod. X+M/Prod. X-M/Prod. X/Prod. M/Prod. X+M/Prod. X-M/Prod. X/Prod. M/Prod. X+M/Prod. X-M/Prod.
1970 27 14 42 13 47 15 62 32
1971 29 16 45 14 48 15 63 32
1972 31 16 47 14 52 15 67 36
1973 32 16 48 15 54 14 68 40
1974 36 17 53 19 61 14 74 47
1975 37 20 57 17 60 15 75 45
1976 41 22 62 19 63 17 79 46
1977 41 23 63 18 61 17 78 44
1978 42 24 66 18 58 18 76 41
1979 41 26 67 15 56 19 75 37
1980 43 29 72 14 58 20 78 37 52 16 67        36        
1981 47 32 78 15 61 21 82 40 56 15 71        41        
1982 51 33 83 18 63 21 84 43 61 15 75        46        
1983 50 35 86 15 62 23 85 39 58 17 75        41        
1984 53 39 92 14 64 25 89 38 63 18 80        45        
1985 54 39 93 15 65 27 92 39 62 17 78        45        
1986 53 37 90 15 64 26 89 38 59 18 77        41        
1987 52 39 91 14 62 26 88 36 58 19 77        40        
1988 53 41 93 12 63 27 90 36 59 20 80        39        
1989 55 45 101 10 64 30 94 35 60 21 82        39        

Electronics Machine Tools Transport Equipment

Table 4.2:  Trade Competition in Selected Branches of the German Metal Industry,  1970-2000

 
 



 

X/Prod. M/Prod. X+M/Prod. X-M/Prod. X/Prod. M/Prod. X+M/Prod. X-M/Prod. X/Prod. M/Prod. X+M/Prod. X-M/Prod.
1990 53 46 99 6 58 29 87 29 56 25 81        31        
1991 53 51 105 2 54 33 87 22 50 32 81        18        
1992 52 51 102 1 64 39 102 25 50 29 79        21        
1993 54 51 105 3 . . . . 51 27 77        24        
1994 59 57 116 2 . . . . 53 27 80        26        
1995 65 60 125 5 59 24 83 35 50 26 76        25        
1996 67 61 129 6 62 25 87 37 54 28 81        26        
1997 74 65 139 9 64 25 89 39 58 29 86        29        
1998 74 71 144 3 65 28 93 37 55 27 82        29        
1999 77 74 151 2 63 30 93 34 58 29 86        29        
2000 85 84 169 1 66 28 94 38 58 27 85        32        

Sources

Notes Starting in 1992, production data are for reunified 
Germ.; From 1991 onwards, X and M statistics are for 
reunified Germany; Starting in 1995: new industrial 
classification (6-digit)

Zentralverband Elektrotechnik- und Elektronikindustrie 
e.V. (ZVEI), Elektro- und Elektronikindustrie 
Deutschland: Lange Reihen 1950-2000 ; 

Starting in 1992, data are for reunified Germany Starting in 1992, production data are for reunified 
Germany; Starting in 1995: NACE classification of 
industry

Statistisches Bundesamt, Aussenhandel, Fachserie 7, 
Reihe 7 ; and Produzierendes Gewerbe, Fachserie 4, 
Reihe 3.1 .

VDMA, Westdeutscher Maschinen- und Anlagenbau 
1950-1991: langfristige Entwicklung in Zahlen , 
Frankfurt an Main 1992; VDMA, Statistik und 
Konjunktur, Maschinenaussenhandel 1992

Table 4.2:  Continued

Electronics Machine Tools Transport Equipment

 
 
 
 
 
 
 



 98 

Trends in FDI globalization show a similar pattern. The foreign employment share 
of German metalworking firms steadily increased until the mid-1990s, from 21 percent in 
1980 to 25 and 29 percent, respectively, in 1990 and 1994, and strongly accelerated 
thereafter, passing from 31 percent in 1995 to 41 percent in 2001 (Tables 4.3 and 4.4).139 
Also noteworthy, transport equipment, including autos, is the single most internationalized 
industry with 53 percent of foreign employment in 2001, closely followed by electronics 
with 42 percent, while German machinery remains predominantly manufactured at home 
(foreign employment share of 24 percent; see Table 4.4). Finally, over just one decade 

(1990-1999) Eastern Europe has come to account for six percent of total German FDI stock 
(Deutsche Bundesbank, various issues), and there is evidence of vertical FDI in the pattern 
of such investment in that German firms have outsourced production to exploit low wages, 
with machinery and transport equipment featuring prominently among these investments 

projects (Marin et al., 2002). 

 

3.2.1.  The 1994 and 2000 Bargaining Rounds 

To analyze the effects of increased trade and FDI openness on the wage bargaining 
practice of IG Metall, I examine the two bargaining rounds of 1994 and 2000. This choice 
follows a logic of selection on my main independent variables. Both rounds were preceded 
by rapidly accelerating FDI outflows (Tables 4.3 and 4.4) and steady increases in trade 
competition (Figure 4.1). Additionally, collective bargaining in 1994 took place against the 

backdrop of unprecedented losses in comparative advantage and the Standortdeutschland 
debate. In short, if economic globalization�either by changes in globalization levels or 
comparative advantage�has ever affected IG Metall’s bargaining strategy, it is likely to 
have occurred in one of these two instances. Or put differently, we may here expect less 

militancy. The analysis of the 1994 round is based on consideration of official employers’ 
reports, newspaper clippings, existing scholarly studies, and is complemented by 
interviews with five union leaders (four of which directly responsible for wage bargaining) 
and one employers representative at the Bavarian metal association. The study of the 2000 
round draws mainly on secondary source material. 

 
The 1994 Bargaining Round 

After the campaign for the shorter work week ended in 1990, IG Metall was eager 
to concentrate again on wages (Thelen, 1991: 172; Bispinck, 1995: 10). The union reached 
a significant settlement in 1991, but the year thereafter (1992), despite the mobilization of 
1.5 million workers in warning strikes, it concluded a two-year wage agreement that it 
considered lower than anticipated (Table 4.1), which led some analysts to conclude that 

                                                 
139 FDI data are presented in two separate tables because of the introduction of new industry classifications in 
1995. It follows that the historical series before and after 1995 are not directly comparable. 
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Branch 1980 1982 1984 1986 1988 1990 1992 1994

Machine Tools 13 13 13 14 15 16 14 18

Automobile and Auto Parts 26 26 26 28 30 31 31 37

Electronics (Total) 23 22 21 23 24 28 26 31

 -- Information Technology a 26 22 21 12 14 10 16 29

 -- Electro-technique b 24 24 23 25 26 30 28 32

 -- Precision Engineering, Optic c 16 9 10 10 10 18 16 22

Metalworking Industries 
(sum of three) 21 20 20 22 23 25 24 29
Note

Keys

Sources

Table 4.3:  Germany, Outward FDI in Selected Branches of the Metal Industry, Foreign 
Employment Share, 1980-1994, selected years, percentage

Deutsche Bundesbank, Kapitalverflechtung mit dem Ausland , Statistische Sonderveröffentlichung 10, various issues; 
Stat. Bundesamt, Beschäftigung, Umsatz und Energieerzeugung der Unternehmen und Betriebe im Bergbau und im 
Verarbeitete Gewerbe, Fachserie 4; Reihe 4.1.1  (SYPRO classification), various years

b Elektrotechnik
c Feinmechanik, Optik, Uhrenherstellung 

1990: old FRG, afterwards reunified Germany.

a Herstellung von Buromaschinen Datenverarbeitungsgeraeten

 
 
 

Branch 1995 1996 1997 1998 1999 2000 2001

Machine Tools (NACE 29) 19 20 22 23 22 24 24

Automobile and Auto Parts (34) 40 42 44 50 53 55 53

Electronics (sum of 30-33) 35 36 37 40 42 42 42

 - Information Technology a 29 32 35 35 16 57 52

 - Machines for Electricity Production b 39 38 41 43 45 43 41

 - Radio, TV and Telecommunication devices c 30 37 38 42 46 47 46

 - Medical Technology, Measurement Technology d 24 28 27 32 33 35 38

Metalworking Industries (sum of three) 31 32 34 38 40 41 41
Keys

Sources

Table 4.4:  Germany, Outward FDI in Selected Branches of the Metal Industry, Foreign 
Employment Share, 1995-2001, percentage

Deutsche Bundesbank, Kapitalverflechtung mit dem Ausland , various issues; Statistisches Bundesamt, Betriebe von 
Unternehmen mit im allgemeinen 20 und mehr Beschäftigte (1996-2001)

d Medizin-, Mess-, Steuer- und Regelungstechnik, Optik

a Herstellung von Buromaschinen, Daten Verarbeitungsgeraet.
b Herstellung von Geraeten der Elektrizitaetserzeugung 
c Rundfunk Fernseh und Nachrichtentechnik
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‘the years 1990 and 1991 were the last collective bargaining rounds under the traditional 
regime of collective bargaining and economic adjustment in Germany in which centralized 
forms of negotiations provided higher wages and social progress for the employees 
concerned’ (Hassel and Schulten, 1998: 501). 

The 1994 bargaining round took place against the background of an economic crisis 
of unprecedented magnitude in the post war period triggered by a combination of national 
and international developments. On the one hand, there was the economic recession of 
1992-1993. On the other hand, the German industry’s dramatic loss in international 

competitiveness in the late 1980s and especially in the early 1990s (see Figure 4.1 and 
Table 4.2 for metalworking) brought to the fore the limits of ‘diversified quality 
production’ sustained by product innovation alone, signaling that employers had to watch 
their costs to remain successful (Rehder, 2003: 107-10). It has been estimated that as many 

as 500,000 jobs were lost in the metal industry alone between early 1991 and October 1993 
(Gesamtmetall, 1995: 49). 

Employers went into the offensive. Most importantly, they stressed the negative 
repercussions of high wage costs on the economic viability of firms operating in global 
markets, thereby explicitly pointing to the international ramifications of collective 
bargaining. Several extracts taken from the annual report of Gesamtmetall illustrate this 
very clearly: 

 
The majority of enterprises were threatened in their own existence because 
of the negative impact of previous settlements on unit labor costs and a 
brutal price competition with international competitors which often 
foreclosed any possible gains… . The metal industry was primarily and 
foremost burdened by too high wage costs; thus the consequences could 
only be that the industry location Germany would be durably endangered, 

unless a quantitative and qualitative reorientation in collective bargaining 
decision-making would take place. … The metal industry urgently needs a 
cost relief (emphasis added; Gesamtmetall, 1995: 49-50).140 
 

While German employers had thematized the implications of intensified international 
competition in the late 1980s already during the run-up to the 1992 EU Single Market 
(Volkmann, 1989), the economic boom of the early reunification years momentarily helped 

conceal the saliency of their concern. In short, the cost reduction strategy dictated by the 
imperative of international competitiveness that came to dominate employers’ bargaining 

                                                 
140 That the German situation is discussed with reference to the international context becomes clear in yet 
another page where employers call for cuts in the holiday pay: ‘[Additional holiday money] These are costs 
which companies in the most important competing countries either do not have to bear at all, or only 
marginally; in Japan, the USA, the UK and Italy, no additional holiday money is paid; in France, only in a 
few enterprises, but of a modest amount’ (emphasis added; Gesamtmetall, 1995: 57). 
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agenda in subsequent years gradually appeared in the late 1980s – early  1990s, but it was 
articulated and implemented forcefully only after the economic crisis had become 
apparent, which was during the 1994 bargaining round.141 

Employers, thus, terminated the agreement on holidays and demanded a cut in the 
holiday payment, a working-time corridor of 40 hours/week, and the extension of the 
balancing time from 6 to 12 months (equivalent to an increase in work time flexibility). IG 
Metall’s intentions were diametrically opposed to those of its counterpart. Its demands 
included 5.5 to 6 percent wage increase, a 12 months prohibition of dismissals combined 

with an employment security measure, and the taking-over of graduated apprentices into 
the company for a minimum of 6 months. Richter et al. (2001) have rightly stressed that 
these positions created a very complex constellation, as two of the demands were in direct 
contradiction with one another (emphasis on the possibilities for shorter vs. longer work 

hours) and as a compromise would require departure from the respective red lines. As for 
the union, a working time reduction without full wage compensation was a taboo, a road 
potentially leading to a reversal of the politics of collective working time reduction 
successfully implemented through the 1980s and early 1990s. And any kind of work time 
reduction with full wage compensation was unconceivable and unacceptable for employers 
in times of crisis, instead they fought for greater de-centralization of work time regulation. 

Two developments influenced the settlement in the metal industry. First, the 
landmark agreement at VW on the safeguard of production and employment142 concluded 
in December 1993 broke a double taboo in that employers could envisage an agreement 
stipulating that under specific circumstances work time can be brought down under the 
symbolic line of 35 hours, whereas the union signed a deal clearly deviating from its 
traditional working time policy emphasizing collective reduction with full wage 
compensation. Second, the collective agreement signed in the chemical industry in January 

                                                 
141 First, it should be recalled that there was no bargaining round in 1993 because of the 21-month contract 
signed in May 1992 (IG Metall, 1997: 11; 2002a: 27). Second, plenty of sources corroborate the thesis that 
1994 presented a watershed in terms of employers’ strategy and arguments. Bispinck (1995: 13) notes that 
employers discussed the new issue of Wirtschaftsstandort Deutschland almost exclusively in terms of labor 
costs, and this line of argument considerably determined the 1994 bargaining round. Hassel and Schulten 
(1998: 501) observe that ‘in 1994, the employers took the initiative for the first time in German post-war 
history to repudiate wage and holiday agreements’ (emphasis added). Rehder’s (2003: 113-8) finding that the 
1992-1993 recession has been the trigger for the plant-level ‘pacts for employment and competitiveness’ also 
shows that employers were becoming increasingly intractable on matters of cost reduction. And most 
importantly, Thelen (1991: 158), whose study focuses on labor politics in the German metal industry in the 
1970s and 1980s, claims that employer strategies increasingly adopted the neoliberal agenda in the 1980s as a 
response to changing patterns of competition in international markets, and that such strategies emphasized 
the need for labor flexibility but not wage restraint as the key to competitiveness (emphasis added). In other 
words, this suggests that increased economic globalization in the 1980s had no constraining effect on union 
wage bargaining -- given that employers made no demands for wage restraint. This in turn justifies selecting 
two bargaining rounds in the 1990s for studying the impact of economic globalization on union wage 
bargaining. 
142 Production workers at 6 German VW plants were put on a four-day working week (29-hour week for 
108,000 employees) as of January 1994, while their pay was cut by approximately 10 percent. The alternative 
would have been the elimination of 30,000 jobs in the German VW plants by the end of 1995. 
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1994, including a wage increase of 2 percent (considered to be low), an opening clause on 
working time allowing for a corridor of between 35-40 hours, a declaration for 
employment promotion, and a rule encouraging hiring at lower wage rates, received a large 
and positive echo (Richter et al., 2001). Meanwhile, IG Metall set up the tone arguing that 
an agreement similar to the one reached at VW and including an explicit employment 
clause going beyond a mere unbinding declaration had now priority (Richter et al., 2001). 
After marathon negotiations of 14 hours on March 4, 1994, an agreement was concluded 
entailing a 2 percent wage increase, an employment security measure (Vereinbargung zur 

Beschäftigungssicherung),143 the taking-over of apprentices for a minimal period of 6 
months and the extension of the balancing time for working-time accounts to 12 months. 

How to account for a wage increment lying clearly below the annual inflation rate 
(2.8 percent) and the productivity increase in the economy at large (2.6 percent)? IG Metall 

has shown willingness to trade money against the clause on the safeguard of employment. 
In the words of IG Metall president Zwickel, ‘we have entered this round with one 
objective: securing employment against money. As we have received the employment 
security measure, we logically could not celebrate big victories on the money side’ (quoted 
in Richter et al., 2001: 26). According to this piece of evidence, IG Metall did not endorse 
the competitive wage moderation strategy which assumes a causal chain between cost 
relief, increase in competitiveness, and employment growth. Instead, the low wage 
settlement was the price to pay for the employment security measure, which in IG Metall’s 
view was the adequate tool—and not competitive wage restraint—to fight worsening 
unemployment.144 The interview conducted with IG Metall head of Bavaria district 
confirms the interpretation of a political wage moderation strategy (Interview with Werner 
Neugebauer, IG Metall head of Bavaria district in Munich, May 14, 2003). 

However, there were dissonant voices that contested the dominant view of the 
union establishment (Interview with Wolfgang Schroeder, collective bargaining 

department of IG Metall, Nov. 21, 2003). In the context of rapid technological change, de-
industrialization, increased internationalization, economic crisis, and, especially, mass 
unemployment, some union leaders called for a renewal of concepts and solutions in order 
to strike a new balance between efficiency and solidarity (Die Tageszeitung, 1993). In this 
perspective, the VW agreement -- combining employment guarantee, work time reduction 
with wage concession -- was assessed positively and considered a step in the right direction 
(Die Tageszeitung, 1993). In addition—and this is where the controversy begins—they saw 

                                                 
143 This agreement allows to bring working time down to 30 hours/week for a certain time period with the 
objective of safeguarding employment. There are two variants: a) If applied to the entire workforce, an 
equivalent reduction in wages ensues, but employers cannot make workers redundant during the application 
of the measure; b) If applied to part of the enterprise or groups of employees, workers receive a partial wage 
compensation. 
144 A passage of Gesamtmetall’s annual report also goes in this sense: ‘For the union, the agreement in the 
question of the partial wage compensation [Teillohnausgleiches] was an essential condition for a settlement, 
in particular for its consent in a solution on the material wage questions’ (Gesamtmetall, 1995: 70). 
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in the VW agreement not only a ‘right signal, but also a recognition of a link between wage 
costs [Lohnkosten] and employment’ (Interview with W. Schroeder,  Nov. 21, 2003).145 
Such ‘heretic’ interpretation implies no more no less than a de facto endorsement of an 
element of ‘supply-side economics’. And the 1994 collective agreement sparked a similar 
internal struggle, dividing the union establishment, on the one hand, and an alliance of 
works councillors and ‘modernizing’ unionists, on the other. In the end, the establishment 
prevailed. Some practitioners believe that the low wage settlement has also to be related to 
the negative conjuncture, the appreciation of the DM, and (rising) unemployment146 

(Interview with W. Neugebauer, May 14, 2003). But that the union moderated its wage 
claim as its contribution to the unemployment crisis is (officially) denied. 

 
The Alliance for Jobs (AJ) and the 2000 Wage Bargaining Round 

After the (first) Bündnis für Arbeit initiated by IG Metall president Klaus Zwickel 
had failed (1995-1996), the new Red-Green coalition revived a similar neo-corporatist 
forum made up of representatives of government, unions and employers, also known as 
Bündnis für Arbeit (Alliance for Jobs, AJ), in December 1998. The aim was to build 
consensus to push through reforms in the field of social policy and labor markets in order 
to overcome high unemployment and slow growth. An initial joint declaration set a number 
of topics that were seen as holding high priority: reduction of non-wage costs and 
structural reform of social security, creation of better framework conditions for early 
retirement or partial retirement, and collective bargaining supportive of job creation 
(amongst other). 

Disagreements within the AJ quickly crystallized around the question of wage 
policy. A Joint Declaration issued in January 2000 stated a shared commitment to an 
‘employment-oriented collective bargaining policy’ (beschäftigungsorientierte 
Tarifpolitik). Employers unanimously understood this statement as an agreement to turn to 

wage moderation in a joint effort to improve the labor market situation. IG Metall rejected 
this interpretation, opposing the inclusion of wage policy in the tri-partite talks, and 
denouncing attempts to discipline the union. Simultaneously, the union campaigned for its 
early retirement model Rente mit 60 and submitted it to the agenda of the Alliance. 

Meanwhile, the negotiations between Gesamtmetall and IG Metall on a new 
collective agreement were under way, and on March 28, 2000, the regional bargaining 
partners in North-Rhine-Westphalia reached a pilot agreement including a 3 percent wage 

increase beginning in May 2000 and another 2.1 percent increase covering the period May 
2001-February 2002. Moreover, IG Metall had to give up its own model of early retirement 

                                                 
145 The remainder of this paragraph is based on W. Schroeder (Interview, Nov. 21, 2003). 
146 ‘The higher the unemployment, the less likely the possibility to prevail’ (“Je höher die Arbeitslosigkeit, je 
geringer die Durchsetzungsmöglichkeit”). 
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but compromised on a second best solution.147 The agreement was widely perceived as a 
success of the national AJ and seen as a return to a moderate wage policy (EIRO, 2000b). 

Did the AJ have an impact on the bargaining behavior of IG Metall? Would the 
outcome have looked differently, had the AJ not been convened? Was the unions’ strategy 
faithful to the guidelines of the AJ, accepting to settle below the productivity rise in order 
to boost employment through reduced labor costs, thus breaking path with more than thirty 
years of wage bargaining tradition? Some employers believe that 2000 has been a 
landmark as the union accepted wage moderation to improve employment (Interview with 

Werner Riek and Martin Leutz, responsible for press and public relations at Gesamtmetall, 
Nov. 12, 2003; Hundt, 2000, quoted in Bispinck and Schulten, 2002: 14). On the other 
hand, Streeck has argued that the 2000 wage settlement does not represent a rupture in the 
metal union’s wage bargaining stance in the sense that IG Metall would have endorsed the 

dominant interpretation of the joint declaration calling for an ‘employment-oriented 
collective bargaining policy’ (Streeck, 2001). Why, then, did IG Metall accept to settle 
clearly below the neutral margin of distribution if that was not to use some of the 
productivity gains to create jobs? Similar to past experience with work time reduction, IG 
Metall accepted moderate wage increase to free resources to finance the agreement on 
early retirement (Streeck, 2001: 17-8).148 

 

3.2.2.  Comparative Advantage and Economic Ideas 

Thus, based on the analysis of the discourse of IG Metall, we have to conclude that 
the metalworking union has not moderated its wage bargaining strategy in the face of 
increased trade and FDI competition. This finding runs against some of the arguments 
found in the literature. Streeck (1994: 126), for instance, has suggested that ‘just as the 

Bundesbank’s non-negotiable tight monetary policy, the international exposure of its 
industries forces IG Metall to moderate its wage demands’. The empirical evidence 
presented here contradicts the strong version of such a claim which would have it that IG 
Metall has explicitly endorsed a less militant bargaining strategy informed by concerns 
with competitiveness and employment. Indeed, the IG Metall leadership is utterly 
dismissive of such a possibility. Others suggest that exit threats voiced by employers 
during annual bargaining rounds may have negatively affected wage developments 
                                                 
147 New provision foresees payments during partial retirement of 82 percent of former net full-time 
remuneration and compensations for pension losses of up to DM 21,000 from the age of 57 for up to six 
years. The chemical sector became ‘pace-setter’ by settling shortly before metal, which put pressure on IG 
Metall (EIRO, 2000b). 
148 Still, the fact that the 2000 collective bargaining round was locked into the framework of the Alliance for 
Jobs and that the government sought wage moderation while the chemicals social partners, the metal 
employers and the public all expected it, partly explains the two-year moderate wage settlement (Hassel, 
2001; Streeck, 2005). This triggered the perception among the IG Metall leadership that the Alliance for Jobs 
was an unacceptable attempt to discipline union wage bargaining (EIRO, 2000b), which ultimately was one 
of the main reasons for the failure of the Alliance for Jobs under the Schröder government. 
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(Dauderstädt, 2004: 5). While my qualitative analysis cannot exclude a causal effect 
between FDI openness and wages, it appears to deny the possibility of a causal mechanism 
operating through changing union bargaining strategy (i.e., adoption of competitive wage 
moderation). Nevertheless, as will be shown more extensively below, the empirical 
analysis provides some support for the weaker variant of Streeck’s claim that the union has 
internalized the imperative of international competitiveness. But before turning to that 
discussion, I shall say a little more about how IG Metall perceives and understands the way 
in which the process of economic globalization is affecting its industry, and how such 

perceptions and beliefs inclines it to militancy. 
Underlying IG Metall’s understanding of FDI are two core beliefs. First, FDI is 

predominantly market-oriented (i.e., horizontal rather than vertical FDI) and therefore 
desirable because it secures markets abroad and safeguards employment at home. Evidence 

straight from the horse’s mouth includes IG Metall vice-president Berthold Huber: ‘Many 
firms make a positive use of globalization. The great share of FDI�including in the new 
EU member countries�serves the access to dynamic markets and thus serves us. A plant 
like VW in Bratislava also secures standards in Germany’ (Die Welt, 2004). Similar views 
have been expressed with respect to the internationalization of Siemens: ‘We also wanted 
the internationalization. We said, Siemens has to be present in the Asian and US markets… 
. The internationalization of Siemens serves the strategy of safeguarding the production 
location [Standortsicherungsstrategie]. In principle, IG Metall does not oppose 
globalization’ (Interview with Heinz Hawreliuk, responsible for Siemens AG at IG Metall 
in Frankfurt and member of supervisory board, Jan. 29, 2003). 

Second, IG Metall accepts that labor-intensive, low-end manufacturing will 
ultimately be lost to low-wage countries (Interview with Harald Flassbeck, IG Metall head 
of regional office in Munich, May 13, 2003).149 As a result, IG Metall believes that the 
politics of wage bargaining has no influence on the level of FDI flows: neither do low 

wage increments reduce or prevent outward FDI (and thus safeguard jobs), nor do high 
wage settlements trigger or accelerate FDI.150 And with respect to investment competition 
from low-wage countries, IG Metall believes that the German ‘problem’ lies less in the 
annual wage increment than in the high wage level. This poses a strategic dilemma for IG 
Metall’s wage bargaining policy where moderation is believed to be no panacea for 
safeguarding investment and jobs. As nicely put by IG Metall head of Bavaria district in 
Munich in relation to the low-wage countries of Eastern and Central Europe, ‘relocation 

                                                 
149 In the words of IG Metall vice-president B. Huber: ‘We cannot maintain every job in Germany. But when 
it comes to the innovative, high-quality jobs, we have to fight for each one of them’ (Spiegel Online, 2004). 
150 This has been confirmed to me in five interviews with union leaders directly responsible for collective 
bargaining in Bavaria and Frankfurt (Interview with R. Polzmacher, Jan. 14, 2003; Interview with Wolfgang 
Müller, responsible for the Siemens project, IG Metall Bavaria, Jan. 15, 2003; Interview with W. 
Neugebauer, May 14, 2003; Interview with H. Flassbeck, May 13, 2003; Interview with W. Schroeder, Nov. 
21, 2003). 
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decisions based on cost grounds cannot be influenced. Today, the cost relationship to the 
Czech Republic is 1:10. Even several years of wage moderation would not help’ (Interview 
with W. Neugebauer, May 14, 2003).151 

Moreover, the fact that year after year the industry has been breaking its own record 
of export performance (Figure 4.1) does certainly not incline IG Metall to see wage costs 
as a serious problem for international competitiveness (IG Metall, 2001).152 And related, 
operating in a sector revealing a strong comparative advantage, union leaders think about 
themselves and their workers as being the winners of economic globalization. Indeed, as 

Richard Polzmacher (responsible for collective bargaining, IG Metall Bavarian district, 
interviewed on Jan. 24, 2003) put it, ‘the positive effect of globalization is that we are an 
export-oriented industry. The machine tools branch in Bavaria exports 60 percent of its 
production. The metal industry is a winner of globalization’.153 

And the effect of globalization on militancy appears to be reinforced by industry-
wide bargaining. IG Metall negotiates on behalf of employees in firms which belong to a 
large number of heterogeneous branches. Centralized wage bargaining in such big 
heterogeneous industry works as a disincentive for union wage moderation in the face of 
deepening economic globalization. The union has to take into account a wide-range of sub-
sectoral conditions, such that a moderate settlement accommodating branches in economic 
hardship might be unacceptable for workforces in booming economic branches. Thus, IG 
Metall’s wage policy can not be responsive to the economic situations in individual 
branches, and even less so to the economic conditions in individual firms. Accordingly, 
union wage bargainers cannot yield to the pressure of individual firms threatening with 
exit.154 Evidence supporting this claim is found in interview material and newspaper 
clippings. As a chief responsible for collective bargaining in Bavaria put it, ‘we conclude 
collective agreements for the sector (Fläche) and not for Siemens [in the case where firms 
threaten with exit]’ (Interview with W. Neugebauer, May 14, 2003). Asked about whether 

there can be a response by the bargaining partners when firms threaten to exit in the 
context of the wage gap to Eastern Europe, IG Metall vice-president Berthold Huber 

                                                 
151 Labor cost (wage and non-wage cost) per hour worked amounted to �3.83.-, �3.90 and �4.48.- in 
Hungary, the Czech Republic and Poland, respectively, in 2000. The figure for the EU-15 was �22.21.- 
(Handelsblatt, 2004b). 
152 Moreover, according to IG Metall, unit labor cost is a better indicator than wage costs because it takes into 
account productivity, which differs a lot across countries. Accordingly, Germany lies in the middle group of 
countries in international comparisons, as the unit labor costs in metal have decreased by 16 percent over the 
period 1993-1998 (Lang, 2001). See also discussion on unit labor costs in section 2. 
153 In the next sentence Mr. R. Polzmacher adds that ‘shareholder value’ is what affects them most. 
154 Related to this last point, at the table of negotiations, employers do try to influence the outcome by 
routinely threatening the employee representatives with job losses and exit threats when the latter present 
excessive bargaining targets. Such threats remain vague; no reference is made to names of firms in economic 
difficulties. The union says that if individual names of companies were dropped, it would seek to find plant-
level solutions in order to prevent relocation, if such treatment makes sense in the long term. But to yield to 
vague threats for uncertain promises of job safeguarding or creation is not something the union is willing to 
engage in (Interview with R. Polzmacher, Jan. 14 and 24, 2003). 
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thoughtfully answers: ‘Yes, insofar as we do not respond to it’ (Spiegel Online, 2004). All 
this might be strengthened by IG Metall’s belief that subsidizing unprofitable businesses 
by short-term wage cuts is not serving the sustainable development of the diversified 
quality production model. And economic globalization may deepen the need for high 
productivity in order to sustain the German coordinated market economy, turning a 
strategy based on wage-reduction unviable: 

 
A wage policy at lower levels would compromise productivity gains. And 

firms taking such pathways have practically no future in Germany because 
in international comparison Germany is a high-wage country and high 
productivity is the way. But IG Metall has to say ‘we do something for 
productivity’. A firm which says ‘we are average’ is no longer good 

enough, when I visit firms I say to them ‘you have to be above average’ 
(Interview with Konrad Siegel, collective bargaining department at IG 
Metall in Frankfurt, Nov. 21, 2003). 
 

Comparative Advantage 
But the 1994 settlement comes closest to a situation where the union appears to 

have internalized the requirements of international competitiveness. Not only was one 
wing of IG Metall inclined to see a competitive wage moderation strategy at work, but 
union wage bargainers were also aware of the dramatic loss in comparative advantage at 
the time of negotiation (Interview with W. Schroeder, Nov. 21, 2003). The fact that my 
interviewee was quick to add that declining comparative advantage played no role in the 
union’s bargaining attitude back in 1994 seems to be just another rhetorical endeavor to 
back up the union’s official line on economic globalization. But the very acknowledgement 
that unionists knew about the decline in comparative advantage at the time of bargaining is 

in itself some evidence of the fact that the possibility for less militancy has here been more 
real than ever. In any event, and moving away from a focus on the actor’s discourse, the 
unprecedented drops in comparative advantage witnessed by the metal industry in the early 
1990s appear to correlate with the movement in wage settlements over the period 1991-
1994 (Figure 4.2), suggesting co-variation between (lagged) comparative advantage and 
real wage developments in the early 1990s.155 

Correlational analysis over longer time periods presents some surprising results. 

For the period 1980-2003, with the variable comparative advantage lagged by one year, the 
coefficient of correlation between lagged comparative advantage and negotiated real wage 

                                                 
155 Comparative advantage is lagged one year in relation to the wage increase. This is because wage 
bargaining in metalworking usually takes place in the first few months of the calendar year, implying that 
bargainers know the trends in exports and imports about the year before, and even sometimes figures for the 
last quarter may not be known. It has to be stressed that the figures for comparative advantage between 1991 
and 1992 are not directly comparable due to reunification. 



 108 

increase equals .17. It might, however, be more appropriate to focus on the 1990s as 
employers changed their bargaining strategy in the early 1990s, when they began to insist 
on cost and especially wage containment (see above). Over the period 1990-2003 the 
positive relationship between comparative advantage (lagged one year) and wage 
increments is significant, yielding a coefficient of correlation of .70.156 Lagging 
comparative advantage by two years, however, yields even stronger results, yielding .31 
and .76 for the periods 1980-2003 and 1990-2003, respectively. Regression analysis with 
robust standard errors for the same time periods with real wage increases as dependent 

variable and comparative advantage lagged by two years yields R-squared of .09 and .58 
and t-statistics of 1.4 and 5.9, respectively. The same regressions with a one year lag in 
comparative advantage yields R-squared of .03 and .48 and t-statistics of .8 and 4.4, 
respectively. Such results suggest that in more recent years, comparative advantage 

(disadvantage) has had a significant positive (negative) effect on negotiated wage 
positions. On the other hand, these patterns may reflect time dependency, as regressing real 
wage changes on the lagged real wage changes and comparative advantage yields 
insignificant results (R-squared of 0.6 and .04, respectively). The results are thus sensitive 
to the estimation procedure. Note that I did not include control variables in the regression 
analysis (e.g., GDP growth, change in employment). 

Still, this is suggestive evidence that wage bargaining in the metal industry in recent 
years has been responsive to changes in the levels of comparative advantage. 
Improvements in comparative advantage do help push wages upwards, as appears for 
instance to be the case in 2002, while deterioration in comparative advantage does push 
them into the opposite direction -- the bargaining rounds of 1992 (2-year contract), 1994 
and 2000 (2 year-contract) appear to be the most consistent with such interpretation. 

Furthermore, developments in pay bargaining in the textile and garment industries 
lend credence to the comparative (dis-)advantage claim. In the 1970s and early 1980s the 

industries were hit by low-wage competition from abroad, which forced the Textile and 
Garment Workers’ Union (Gewerkschaft Textil-Bekleidung, GTB) to de-link its wage 
bargaining from that of the militant IG Metall (Swenson, 1989: 178-85). The union feared 
that continued wage militancy in a declining industry would either accelerate job loses or 
lead employers into actions that would weaken the union further. In short, the import 
competing textile and garment workers’ union has often prefered lower wage settlements 
in exchange for employment (Swenson, 1989; Streeck, 1994: 125). 

 

                                                 
156 Without time lag in comparative advantage, the coefficient of correlation for 1980-2003 and 1990-2003, 
respectively, is -.14 and .12. Lagging comparative advantage by one or two years is justified on the ground 
that wage bargainers enter collective bargaining at time t with the knowledge about trends in trade at t-1. 
Indeed, collective bargaining in the German metal industry usually takes place in the first half of the year. 



 

Fig. 4.2:  Germany, Comparative Advantage and Negotiated Real Wage Increase in Metal, 1980-2003
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Economic Ideas 
IG Metall’s perception of economic globalization also takes its source in economic 

ideas. The paradigm influencing IG Metall’s wage policy is ‘purchasing power’ ideology, 
which gives analytical priority to the demand side of the economy (Interview with W. 
Schroeder, Nov. 21, 2003). Such perspective seeks primarily to increase the purchasing 
power of households in order to sustain the internal demand and private investment in a 
political economy. During economic downturns, and in particular during such moments, 
‘purchasing power’ ideology prescribes to support workers’ wages to re-launch the 

economy (i.e., it can work as a stabilizer). IG Metall applies this economic theory by way 
of a wage policy where employees participate in the fruits of economic growth by 
receiving wages in line with productivity gains. This line of argument, as a part of broader 
Keynesian economic ideas, penetrated the union’s thinking in the early 1960s (Allen, 1989: 

274), and low economic growth, largely perceived to originate in weak internal demand, 
has helped to sustain this orientation in recent years (IG Metall, 2001).157 It follows, as 
demonstrated above, that IG Metall bargainers do not think about wages in terms of 
competitiveness. 

To substantiate the hypothesis that the economic ideas of the union and its 
leadership matter I will argue by referring to a controlled comparison. The German metal 
and chemical industries share a number of structural and institutional features, most 
importantly a strong and persistent comparative advantage and the set of formal institutions 
of collective bargaining (Behrens and Jacoby, 2004: 101), while the most marked 
difference lies in the different ideologies hold by the respective unions. And while it 
remains open to discussion whether IG BCE has fully embraced neoliberalism, there are 
certainly elements of supply-side economics in its ideology. This difference helps explain 
why, when confronted with similar employer demands for greater flexibility in the 1990s 
context of increased international competition and reunification, IG BCE has engaged in 

far more extensive experiments than IG Metall by concluding far-reaching opening-clauses 
on working-time (Arbeitszeitkorridor), wages (Entgeltkorridor), and annual bonuses 
(Behrens and Jacoby, 2004: 104-5). 

In sum, IG BCE bargaining seems much more responsive to changing 
environments. For example, the 1996 solidarity pact, which goal was to ‘meet the 
challenges of globalization and structural change’, included safeguarding employment158 in 
exchange for a moderate wage increase, and the renewal of flexible provisions (EIRO, 

1997a). Also, IG BCE embraced the 2000 Alliance for Jobs initiative with an enthusiasm 
unequalled within the German labor movement (EIRO, 2000a), endorsing the view that 
wage moderation can contribute to reduce unemployment. And, most importantly, IG BCE 

                                                 
157 For instance, the union formulated such argument very explicitly during the 1999 and 2002 bargaining 
rounds. See EIRO (1998a) and IG Metall (2001), respectively. 
158 By way of an ‘employment alliance’ where employers commit themselves to maintain employment. 
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has accepted to settle wages below the ‘going rate’ set by the metal social partners in 
several bargaining rounds during the 1990s (e.g., 1994, 1996, 1998, 1999 and 2000; see 
Visser, 1996: 165; EIRO, 1997a, 1998b, 1999, 2000b). Such differences are also reflected 
in differentiated plant-level labor practices. Indeed, Rehder (2003: 123-4) has shown that 
the content of company-level pacts for employment and competitiveness between the two 
sectors varies, with agreements in metal dealing predominantly with productivity and only 
exceptionally with income concessions, whereas all sorts of agreements exist in chemicals. 
This all clearly points to the major ideological difference between IG BCE and IG Metall, 

namely that the former thinks about working conditions in general and wages in particular 
as related to competitiveness and employment. 

To sum up, different ideologies hold by IG Metall and IG BCE seem crucial in 
explaining varying bargaining behaviors and strategies. So far, so good. But the next 

questions to be answered are what accounts for this difference in ideologies, and where 
does it originate from? I submit that the two industries’ different exposure to economic 
globalization may help explain differences in ideology and hence different patterns of 
interaction with employers.159 The chemicals sector is much more internationalized than 
the metal sector in terms of both trade and FDI globalization flows, and it has been 
internationalized much earlier. Indeed, FDI outward share in chemicals was more than 
double that in metal in 1980 (44 against 21 percent), shares that increased to 53 and 38 
percent, respectively, in 1998.160 And total trade share amounted to 95 percent in chemicals 
compared to 86 percent in metal in 1995.161 Behrens and Jacoby (2004: 104) cautiously 
suggest that the consensual approach to reform adopted by IG BCE in the 1990s might 
have been triggered by the increased competitive pressures in the wake of the completion 
of the common European market. But the strongest piece of evidence for this interpretation 
comes from Hans Paul Frey, the head of the umbrella association in the chemical industry 
(Bundesarbeitgeberverbandes Chemie e.V., BAVC). Explaining the reasons (Motive) for 

the greater flexibilization, he states: 
 
In the context of the EU Single Market and globalization the social partners 
in the chemical industry have gained in due time the conviction that to 
maintain the production locations and thus employment and perspectives for 
the employees in the chemical industry in the Federal Republic it was 

                                                 
159 Two domestic factors have also played a role in cementing a greater social partnership inclination of the 
chemicals union. First, the union strike loss in 1971 was followed by an internal purge of the left wing 
movement, and instead of humiliating the union, employers offered collaboration on a range of issues in 
exchange for peace (Behrens and Jacoby, 2004: 103). Second, the supplier status of the majority of chemical 
firms implies that they are cost-takers (unlike many end manufacturers in the metal industry which are able to 
outsource costs on suppliers), which in turn may explain the greater focus on wage cuts in the chemical 
industry (Rehder, 2003: 130-5). 
160 Figures compiled by the author based on source data from the Statistisches Bundesamt and Deutsche 
Bundesbank. 
161 Figures compiled by the author using Statistisches Bundesamt data. 
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necessary to maintain and improve competitiveness. And competitive 
working conditions obviously play a role… (Frey, 2005: 89). 
 
To conclude, it has to be emphasized that IG Metall’s ‘purchasing power’ ideology 

appears to be sustained by a range of political-institutional conditions. First, and most 
importantly, purchasing power ideology may have a significant effect on the demand side 
of the economy only if there is a general increase in wages across all sectors of the 
economy (i.e., some sectors may be tempted to free ride to secure employment). IG 

Metall’s wage leadership (or pace-setting role) makes such general increase likely. Put 
differently, high bargaining coordination underpins IG Metall’s strategy of wage militancy. 
Second, collective bargaining is not a social sphere operating in a vacuum, instead labor 
market and social policy arenas are interdependent. It ensues that behaviors in one arena 

might be stable due to a set of institutions in another. For instance, Streeck (2001: 11-2) 
has convincingly argued that German unions were able to maintain their strong solidaristic 
wage policy regardless of employment considerations due to the underpinning institutions 
of the German welfare state given how generous early retirement and unemployment 
benefit schemes have cushioned in a socially acceptable way large contingents of 
unemployed hit by rationalization and redundancies.162 Third, the union controls the 
dismissal process at company-level through the IG Metall dominated works councils, 
meaning that union workers are often exempted from redundancies. This does not work as 
an incentive for greater bargaining concern with employment; on the contrary, it may even 
provide a venue for getting rid of non-unionized workers and recruiting new unionized 
members. Fourth, by following a ‘purchasing power’ strategy IG Metall has pursued the 
satisfaction of its members (insiders), who may have the power to dictate the union 
strategy, to the detriment of the unemployed (outsiders). Fifth, enjoying nearly monopoly 
of representation of the metalworking professional category, IG Metall is able to control 

the offer of political discourse and societal project without having to fear competition from 
rival organizations. Sixth, with the introduction of the European Monetary Union (EMU), 
German unions understand their role as wage bargainers within the wider European 
context. They fear that wage moderation at home might spark a downward competitive 
spiral, in particular in small countries highly export-dependent on the German market (IG 
Metall, 2001; Bispinck and Schulten, 2002: 13-4).163 Finally, change under the 
surface�the spreading of establishment-level pacts for employment and 

competitiveness�has also contributed to make IG Metall’s wage militancy policy 
sustainable. 

                                                 
162 Indeed, ‘to the extent that industry-wide wage increases do result in unemployment on the margins, a 
union like IG Metall believes that it is the task of public labor market policy to train and retrain displaced 
workers and help them find new and more productive jobs’ (Streeck, 1994: 128). 
163 Hence IG Metall’s involvement in attempts to co-ordinate west European collective bargaining, known as 
the trade unions’ Doorn Initiative (see Gollbach and Schulten, 2000). 
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3.2.3.  Globalization and Wages: the Quantitative Evidence 

Championed by IG Metall, German unions have pursued a solidaristic wage policy 
involving uniform wage increases for all workers independently of their skill level. 
Simultaneously, the affluent economies have witnessed a steady shift in labor demand 
away from the less skilled toward the more skilled. In Germany, it has been estimated that 

low-skilled employment decreased on average by 3.6 percent per year between 1975 and 
1990 while high-skilled employment increased by 4.3 percent (Reinberg and Hummel, 
2002, quoted in Geishecker, 2002). How have such shifts in demand affected skills 
remuneration? Has the German unions’ solidaristic wage policy limited the increase in 
wage dispersion that market forces alone would have dictated? And, most importantly, 
while deepening economic globalization appears to have coincided with decreased 
employment and/or income opportunities for the low-wage category, has globalization 
caused such outcomes? In this part I review the existing quantitative studies on the impact 
of increased trade on the wages of different skill groups in Germany. 

I know three studies that have looked at the relationship between international 
outsourcing and changes in the relative demand for unskilled labor in the German context. 
Diehl (1999) and Falk and Koebel (2002), focusing on the period 1978-1990, find that the 
relative demand for unskilled workers has not shifted as a result of increased international 
outsourcing. More recent evidence, however, shows that international outsourcing164 has 

had a marked negative effect on the relative demand for low-skilled workers explaining 
between 19 and 24 percent of the overall decline in the 1990s, with skill-biased 
technological change being at least equally important (Geishecker, 2002). 

And what are the lessons from the literature for the relationship between trade and 

wages? Such studies have only recently been carried out in Germany, such that there is still 
a relative scarcity of research on the topic.165 The pioneering work by Haisken-De New 
and Zimmermann (1999) investigates the effects of trade on real earnings for two skill 
groups using the German Socio-economic Panel (SOEP) dataset for West Germany over 
the period 1984-1992. Their results show that an increase in the trade deficit ratio (defined 
as (M-X)/Production and measured at the industry level)166 decreases the wages not only of 
low-skilled but also high-skilled workers, but these effects (statistically significant) are 

stronger for the high-skilled workers�a finding that is robust to changing skill definition 
(work experience vs. education). Their conclusions are somewhat confounding, however, 

                                                 
164 International outsourcing is operationlized as the ratio of the value of the industry’s imported intermediate 
inputs to the sum of domestic and imported inputs within the same two-digit industry. 
165 This state of affairs has been acknowledged by Haisken-De New and Zimmermann (1999) who introduce 
their study by stating that ‘[we] know of no empirical study that evaluates the labor market effects of trade 
for Germany’. 
166 An increase in the trade deficit ratio equals a decline in comparative advantage. 
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since the authors admit that wage rigidities may prevent wages from falling, resulting 
instead in job losses (Haisken-De New and Zimmermann, 1999: 154), and certainly 
difficult to interpret at the level of individual industry given that they do not provide such 
disaggregated analysis. In any event, we can make a few speculative points based on their 
Figure 7.2 (page 142) showing sectoral breakdown in trade deficit ratio. For instance, 
mining, textiles, food and banking experienced among the most pronounced increases in 
the trade deficit ratio between 1984 and 1992. And the machine/vehicle assembly and 
electronics industries have come under increased import pressure at the turn of the 1990s 

(i.e., increase in the trade deficit ratio�in line with my own data, see Table 4.2), 
suggesting that trade is likely to have caused negative labor markets outcomes in the form 
of lower wages or job losses for low- and high-skilled workers in the early 1990s. This 
piece of evidence fully supports my own claim about the adverse trade effects (i.e., 

declining comparative advantage) on wage bargaining in the metal industry in the early 
1990s (see above). Fitzenberger (1999), consistent with trade theory, finds trade effects for 
west German low-skilled labor for the period 1970-1990, but wages were actually hold up 
by the wage bargaining institutions (relative to skilled workers, the wages of both low and 
high-skilled workers have increased more strongly) such that adjustment took place 
through a rise in unemployment for low-skilled workers. 

Finally, Geishecker and Görg (2004) study the impact of international outsourcing 
on real wages using the large German Socio-Economic Household Panel for the period 
1991-2000.167 Compared to earlier studies, the innovation in their work lies in the fact that 
wages are measured at the level of the individual (thus not at the aggregated level), 
allowing to take into account variation in wages within industry that overall should provide 
for a more accurate picture. Their main finding is that international outsourcing has a 
marked impact on wages, in line with the expectations from international trade theory. 
Robust to a number of different specifications such as the use of three alternative skill 

classifications (defined in terms of education and job qualification) and two measures of 
international outsourcing, their regressions show that outsourcing decreased the real wages 
of low(est)-skilled workers by up to 1.8 percent while it increased those of high(est)-skilled 
workers by up to 3.3 percent. To get a better grasp of the economic reality behind these 
figures, the authors perform a number of simulations. For instance, the hourly wage of 
high-skill workers would have fallen by an amount of 3 DM in 2000 (from the actual level 
of 45 DM) had there been no increase in outsourcing over the period 1991-2000, while that 

of low-skilled workers hourly wage would have been about 0.5 DM higher. But the authors 
also note that they fail to identify significant changes in earnings dispersion between 
different skill groups when data is aggregated (Geishecker and Görg, 2004: 7; Ingo 
Geishecker, personal communication, March 4, 2005). In his respect, their finding is 

                                                 
167 They define wages as average hourly gross earnings over the year. 
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consistent with other studies that have identified a great stability in the German wage 
structure (Abraham and Houseman, 1995; Prasad, 2000).168 

The results from the quantitative studies can be summarized as follows. First, trade 
appears to have had little or no negative effect on wages in the 1980s.169 International 
outsourcing did not reduce the relative demand for unskilled workers, and overall the wage 
structure has remained eminently stable, with even some narrowing of the wage 
differentials at the bottom of the earnings distribution due essentially to centralized wage-
bargaining institutions. Second, there is growing evidence of adverse trade effects on 

(especially low-skilled) wages in the 1990s. On the one hand, the quantitative studies 
provide some evidence of a link between decreasing comparative advantage and 
pressurized bargaining outcomes illustrated by lower nominal wage increases negotiated 
between the union and employers’ organization. On the other hand, the downward 

movement in real wages of the least-educated skill group as a result of globalization is also 
likely to be the result of other sectoral- and especially plant-level developments -- wages 
defined as average hourly gross labor earnings over the year170 are also influenced by 
developments other than annual wage increments. Some of the main factors that have led 
to a decrease in the average annual hourly gross earning include the establishment-level 
concession bargaining, job content re-classification entailing pay downgrading, and lower 
pay associated with the increasing opting-out of SMEs from employers’ associations (see 
Chapter Five). In sum, the quantitative evidence suggests some modest evidence of adverse 
trade effects on real wages, especially for low-skilled workers and for the 1990s. 

 

Part Two.  The Political Economy of Union Wage Bargaining in Brazil 

 
Has increased trade and FDI openness influenced FEM/CUT’s wage bargaining 

strategy and bargaining outcomes in a direction showing greater responsiveness to 
concerns about aspects of international competitiveness and employment? And do union 
ideology and comparative advantage mediate the effects of higher openness? The analysis 

                                                 
168 The earnings dispersion calculated on the basis of the P90/P10 -- the ratio of the income of the person at 
the 90th percentile to the person at the 10th percentile -- did even slightly decrease in the 1980s, driven by a 
narrowing of the wage differentials at the bottom of the earnings distribution (50th/10th percentile) (Abraham 
and Houseman, 1995: 377). And it is generally acknowledged that the German wage-setting institution has 
kept up the wage of the less educated higher than what the free play of market forces would have permitted 
(Abraham and Houseman, 1995; Prasad, 2000). Another institutional variable that has been found to mediate 
the movement toward greater wage differentials is the German education system, in particular the 
apprenticeship training: the logic here is that the broad general training acquired by a great majority of 
German workers should increase the substitutability of one group of workers by another, thus muting the 
effects of shifts in labor demand on wages (Abraham and Houseman, 1995). Prasad (2000), whose analysis 
spans from 1984 to 1997, identifies a slight growth in earnings inequality after the mid-1990s, however. 
169 Perhaps with the exception of the manufacturing industries, textiles, food, and banking (Haisken-De New 
and Zimmermann, 1999). 
170 For instance, Geishecker and Görg (2004) use such measure. 
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of economic globalization and union wage bargaining in Brazil focuses mainly on the 
metal industry of the State of São Paulo but also on chemicals in that same State. It is 
based on examination of twenty years of sectoral bargaining between FEM/CUT on the 
one hand, and the Federation of Industries of the State of São Paulo (Federação das 

Indústrias do Estado de São Paulo, FIESP) and/or its member associations on the other 
hand, and review of the existing literaure on developments in chemicals. The analysis is 
divided into three sections. The first offers an overview of Brazilian labor law and 
collective bargaining processes, wherever possible with special reference to the metal 

industry. The second describes the trends in wage developments in metalworking over the 
period 1985-2005, identifying three distinct phases. The final section provides an account 
of the observed pattern in real wage movements by considering a wide range of 
explanations rooted in domestic political-ecomomic factors and globalization. 

 

1.  Labor Laws, Union Legislation, Collective Bargaining Institutions, and Processes 

 
Labor relations are governed by the Consolidated Labor Laws (Consolidação das 

Leis do Trabalho, CLTs) which were introduced during the Presidency of Getúlio Vargas 
in 1943 in order to bring together existing scattered labor laws. The CLTs regulate 
virtually all aspects of industrial relations, ranging from individual workers’ rights to trade 
union organization, collective conflict settlements and the Ministry of Labor. The CLTs 

institutionalized a form of organization of interest groups that is best described as state 
corporatism, ‘a system of interest-group representation in which the State plays a major 
role in structuring, supporting, and regulating interest groups with the object of controlling 
their internal affairs and the relations among them’ (Mericle, 1977: 303, cited in Barros, 

1999: 17; see also Boito, 1991). The CLTs has thus a paternalistic nature in that it entails a 
‘process of incorporation from above’ whereby urban labor is endowed with benefits and 
incentives through the corporatist structure in exchange for acceptance of state control 
(Barros, 1999: 8).171 As will become clearer as we proceed with the description of the main 
characteristics of labor relations, the effects of such institutions were to create ‘adversarial 
labor relations and curb the development of collective bargaining’ (Arbache, 2001: 3) and 
to constrain the legitimacy, freedom, and strength of the labor movement (Barros, 1999: 2). 

                                                 
171 One interpretation of the origins of the CLTs emphasises the asymmetric power relations between capital 
and labor during early industrialization, and by promulgating the laws the State sought to protect the working 
class from further exploitation by employers (Camargo, 2001, cited in Arbache, 2001: 3). Another strand of 
the literature stresses the potential threat posed to the social order by an emerging proletariat, and thus the 
necessity of controlling it, or according to the ‘instrumental authoritarians’ -- the ideological underpinning of 
the Vargas regime framed by amongst others Alberto Torres (1865-1917) and Azevedo Amaral (1881-1942) 
-- the incorporation of interest groups through a state-imposed framework precluded decentralization and 
oligarchic centres of power which were perceived as hindrances to sound economic development and 
industrialization (Barros, 1999: 7-8). 
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State control is mainly exerted via three central features of the CLTs, namely 
monopoly of representation, union levy, and labor courts. When a syndicate gets State 
recognition by the Ministry of Labor, it enjoys monopolistic rights to represent a single 
category in a single municipal area (municipio, e.g., Sindicato dos Metalúrgicos de Salto, 

SP, Metalworkers’ Union of Salto). But trade unions can have regional (e.g., Sindicato dos 

Metalúrgicos de São Bernardo do Campo, Diadema, Santo André, Mauá, Ribeirão Pires, e 

Rio Grande da Serra, SMABC-SP, Metalworkers’ Union of São Bernardo do Campo, 
Diadema, Santo André, Mauá, Ribeirão Pires, and Rio Grande da Serra), state (e.g., 

Federação dos Sindicatos de Metalúrgicos da CUT-SP, FEM/CUT-SP, Federation of 
Metalworkers’ Unions affiliated to CUT-SP) or even national (e.g., Confederação 

Nacional dos Metalúrgicos da CUT, CNM/CUT, National Confederation of Metalworkers’ 
Unions affiliated to CUT) jurisdiction. Collective bargaining requires participation of the 

local (i.e., municipal or regional) union that holds the monopoly of representation of the 
category in a given area. 

Compulsory union levy implies that all workers in formal employment relationship 
-- hence irrespective of whether or not they are union members -- have to pay annually a 
tax equivalent to one working day’s wage or salary. It is raised by the Ministry of Labor 
and constitutes trade union’s main source of income: 60 percent goes to municipal and 
regional unions; the rest is shared between the Ministry, the federations and confederations 
(Arbache, 2001: 4). These funds should be used for social assistance activities, education 
and the likes, but financing of political activities, strike funds or collective bargaining 
processes is prohibited (only funds raised through voluntary contributions can serve these 
purposes). By securing regular cash flow the union tax tends to create unions lacking 
representativeness (and hence legitimacy) as unionists are able to maintain themselves in 
office without having to be much concerned with issues of recruitment and accountability 
towards the rank-and-file. 

The labor courts have extensive power to settle conflicts relating to labor law 
compliance and to individual and collective employment contracts. In addition, when 
negotiations over a new collective agreement break down either of the social partners can 
unilaterally call upon the tribunal for arbitration.172 The parties to a conflict have to comply 
with the decision of the labor tribunal which has the power to dictate compulsory 
settlements (i.e., compulsory arbitration, also known as the ‘normative power’). The labor 
courts’ regulatory authority within the collective bargaining framework is associated with 

two effects on the behavior of the parties (Barros, 1999: 20). First, a professional category 
can attain benefits prescinding mobilization and representativeness by developing the 
necessary skills to act successfully before the court. Second, strong occupational categories 
cannot exert total pressure and thus tend to get less than they would achieve under free 

                                                 
172 Also, in case of protracted strike the labor court can seize the dispute and rule on it. 
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collective bargaining as employers can circumvent union’s militancy by appealing to the 
labor court for arbitration. This may have negative consequences not only for the wage 
rates of the strong categories, but also for the remaining categories by way of diffusion of 
the ‘accepted’ wage increase. All in all, labor courts distort free collective bargaining and 
discourage cooperation between the social partners (Arbache, 2001: 3-4). 

The law prescribes that social partners enter collective bargaining once a year 
during the ‘base-date’ period to negotiate over wages and other working conditions. The 
bargaining outcome known as collective contract (convenção coletiva) sets minimum 

standards and applies to formal workers only (i.e., holders of the employment record card, 
carteira de trabalho).173 In virtue of the extension mechanism enshrined in labor law ‘the 
results of collective bargaining processes are extended to all workers and companies in 
that occupation or industry, respectively, even if the workers or companies involved are 

not members of the respective unions negotiating the agreement’ (emphasis added; 
Arbache, 2001: 3). Thus, in contrast to Germany where membership in employers’ 
organization and hence the decision to be covered by a collective agreement is voluntary, 
individual firms do not have the option to withdraw from collective bargaining. Such 
institutions may lead to trade union moderation since the union’s strategy is likely to show 
at least some responsiveness to the worst performing branches or firms. 

It logically follows that ‘the union premium in any given industry should be zero, 
since by law all gains resulting from collective bargaining should be passed on to all 
workers’ (Arbache, 2001: 13). Some empirical studies, however, have identified a union 
mark-up. Plausible explanations for this state of affairs include: most importantly, non 
compliance with the law in that pay raises obtained by unions are not extended to non-
union workers (Arbache, 2001: 13) or non-organized companies; and bargaining in 
municipalities where no trade union has obtained State recognition. 

Bargaining is moderately centralized. On the one hand, collective bargaining in 

Brazil tends to be organized at the intermediate level of centralization (i.e., industry-level). 
On the other hand, bargaining coordination across regions is weak. Indeed, nationally 
articulated bargaining stands out as an exception (e.g., banking, oil refining). Bargaining 
usually takes place at the level of the States of the Brazilian Federation, which is the result 
of the great disparity in union organization and power across regions (a consequence of 
uneven industrial development), and of employers’ opposition to encompassing nationwide 
industry-wide bargaining. Bargaining coordination across different industries is 

nonexistent (Arbache, 2001: 5).174 

                                                 
173 Trade unions (or factory committees where they exist) and individual employers may conclude collective 
agreements (acordos coletivos) to tailor the collective contract provisions to specific establishment 
conditions. To avoid confusion, I shall refer to such agreements as firm- or plant-level agreements and use 
the term collective agreement for what is known in Brazil as convenção coletiva. 
174 The base-dates for different categories are spread throughout the year. 



 119 

Union density is low compared to most advanced industrial economies. Between 
1986 and 1999 union density decreased from 22 to 17 percent (Arbache, 2001: 10). Like in 
The Netherlands, France or Spain, this relatively low rate is partly explained by the free-
riding problem caused by the automatic extension of collective agreements to non-
unionized members. The aggregate figure hides considerable variation across sectors and 
regions, however. Measured by the average density over the period 1986-1999, the high-

density group of industries includes metalworking (vehicle and auto-parts, 45 percent; 
mechanical products, 37 percent; electric and electronic products, 36 percent; metallurgical 

products, 35 percent), textiles (36 percent) and communications (45 percent). Oil refining 
(52 percent), oil gas and coal (65 percent), industrial services (59 percent) and financial 
institutions (55 percent) pertain to the very high-density group, while the remaining 
categories exhibit medium to low-density (e.g., paper and publishing, 32 percent; 

chemicals, 31 percent; public administration, 21 percent; and social services, 14 percent) 
(Arbache, 2001: 29). And to illustrate regional variation within the State of SP, while the 
metalworkers’ unionization rate in the ABC region increased from about 42 to 74 percent 
between 1986 and 1999 (Rodrigues, 2003: 311), the average unionization rate of trade 
unions affiliated to FEM/CUT was 52 percent in 2004 (FEM/CUT, 2004b: 2). 

One characteristic feature of the union structure is that the Brazilian labor 
movement is fragmented along political and ideological lines. There are two main national 
labor union centers, the Single Workers’ Centre (Central Única dos Trabalhadores, CUT) 
and Força Sindical (FS).175 CUT is on the left of the political spectrum. It has opposed the 
neoliberal policies of privatization, trade liberalization, and labor law flexibilization 
introduced by presidents F. Collor and F.H. Cardoso, pursued an agenda of labor reforms 
focusing on the need for a sectoral collective contract articulated at the national level, 
collective working time reduction, and reform of the corporatist structure to address the 
tutelage of the State, and has actively engaged in international unionism as a response to 

globalization (e.g., Observatório Social, Social Observatory, and Global Labor University 
projects; see also Anner, 2002). In the course of the 1990s CUT turned more pragmatic by 
adopting a unionism of proposition and participation, thereby renouncing to the socialist 
rhetoric and confrontational stance that had characterized its strategy in the 1980s (Galvão, 
2002; Riethof, 2002). It has very close ties to the Workers’ Party (Partido dos 

Trabalhadores, PT), as illustrated by the fact that the actual president of the Federative 
Republic of Brazil, Luiz Inácio Lula da Silva, comes from its ranks.176 FS is politically 

more conservative and has tended to ally itself to the centre-right parties governing Brazil 
in the 1990s. For instance, it has endorsed the deregulation of labor relations (e.g., fixed-

                                                 
175 Smaller centers include Social Democracia Sindical (SDS), Confederação Geral dos Trabalhadores 
(CGT), Central Autônoma dos Trabalhadores (CAT), and Central Geral dos Trabalhadores do Brasil 
(CGTB). 
176 Lula has been one of the historical leaders of the ‘new unionism’ movement that later became the CUT. 
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term employment contract in 1998; participação nos lucros e resultados, variable pay 
based on profit or performance, PLR), and has supported a controversial bill that sought to 
subordinate labor law to collective bargaining (Trópia, 2002). 

Union pluralism implies that labor centers have to compete for monopoly of 
representation at the level of the municipality or region. Once workers have opted for a 
labor centre, their local union gets affiliated to the labor center’s Federation. For instance, 
in 2003 membership in the Federation of Metalworkers’ Unions of CUT (FEM/CUT) in 
São Paulo included the local metal unions of the ABC, Araraquara, Baurú, Cajamar, 

Itaquaquecetuba, Itú, Jaguariúna, Matão, Monte Alto, Pindamonhangaba, Salto, Sorocaba, 
and Taubaté (FEM/CUT, 2003b). And through their respective Federations CUT and FS 
represented 41 and 53 percent, respectively, of the metalworkers in the State of SP in 2002 
(FEM/CUT, 2004a: 16). One of the major ask of FEM/CUT is to coordinate collective 

bargaining on behalf of its member unions. 
A short overview of the history of labor in general and the pay-setting process in 

particular under the military dictatorship (1964-1985) is a necessary prelude to an analysis 
of wage bargaining in the new democracy (1985-2005). While the sources of the military 
coup of 1964 are multiple and complex, it seems safe to say that the conservative military 
feared that radical labor leaders under the growing influence of the communist-led CGT 
(General Labor Command) wielded enough strength to help president João Goulart 
overthrow the democratic political institutions and establish a ‘syndicalist republic’ or 
‘socialist state’ (Erickson, 1977: 97; Skidmore, 1988: 4).177 Not surprisingly, then, the 
military government made changes to the laws governing union organization in order to 
increase control over labor. In the early years of the military regime, the government did 
not hesitate to use large-scale repression, arbitrary arrests and torture to purge the union 
movement from its militant left wing. Repressive features of the CLT were enacted to 
ensure that unions did not engage in political or subversive activities, thereby channeling 

their major task towards the provision of social services (Riethof, 2002: 70-1). Moreover, 
the introduction of highly restrictive strike rules prevented the outbreak of strikes and 
greatly restricted union action (Arbache, 2001: 5). 

But control was also exerted through amendments made to the wage-setting process 
with the aim of centralizing wage policy. Statutory incomes policy served as a central 
macro-economic stabilization policy instrument (i.e., wages as adjustment parameters in 
stabilization policies) throughout the years of the military dictatorship, though with 

numerous modifications made to the wage adjustment formula (Tavares de Almeida, 
1996).178 The governing economic-policy makers considered that excessive wage increases 

                                                 
177 Erickson (1977: 97) has argued that in the pre-1964 period ‘the military were far stronger than labor and 
that estimates of union leaders’ political strength had been overdrawn by their allies and opponents alike’. 
178 For an exhaustive list of laws governing wage policy between 1964 and 1989, see Document 1 in Tavares 
de Almeida (1996: 59-62). 
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together with expansionary fiscal and monetary policies were the main causes of inflation 
(Riethof, 2002: 71). But keeping labor costs down was also a means of economic 
development aimed at improving the balance of payments by expanding exports, and 
attracting foreign investment (Skidmore, 1988: 58-9). In any event, wage indexation 
enabled the government to set the minimum rate of increase for all wages in the 
economy.179 Overall, nominal wage increases tended to be below the rate of inflation and 
even below productivity gains, causing wage erosion (Arbache, 2001: 5). Collective 
bargaining became meaningless, in spite of the fact that theoretically wage increases above 

those stipulated by law could be negotiated between workers and employer at the plant-
level. This was due to the intrinsic weakness of the labor movement, and to the strategy of 
employers who, invoking ‘collective disagreement’ (dissídio colectivo), would send the 
wage dispute to the labor courts knowing that those state-controlled organs were likely to 

apply the law (i.e., impose the rate of increase decided by government) (Arbache, 2001: 6). 
Revolting against the state-led wage policy holding back wages, the ‘new 

unionism’ movement that emerged in the ABC region of São Paulo in the late 1970s was 
instrumental in instituting pockets of free collective bargaining in the economy.180 From 
that moment onwards, collective bargaining grew in importance, the state-imposed rates of 
increase setting the wage floor on top of which bargaining over productivity occurred. 
Initially, such negotiations took place at the establishment level, and success varied across 
industry, occupational category and region, with the metalworkers of the ABC 
spearheading the ‘new unionism’ movement. In short, from the late 1970s onwards the 
bargaining system was in practice hybrid (Camargo, 2001, cited in Arbache 2001: 6). 

In the New Republic (post 1985), collective bargaining began to be encouraged and 
as a result became more prevalent (Payne, 1994). Free negotiations without state 
interference, however, were formalized in the new Constitution of 1988 by making the 
participation of unions in collective bargaining mandatory (Riethof, 2002: 108).181 And 

while the 1988 Constitution also restored an unrestricted right to strike, the basic pillars of 
the state corporatist system -- the monopoly of representation, the union levy, and the labor 
courts -- remained practically intact (Payne, 1994; Arbache, 2001: 7). Although all legal 
obstacles to free collective bargaining were now removed, statutory incomes policy entered 
through the back door as successive economic-policy teams struggled to bring down 
(hyper-) inflation. Thus, the stabilization plans implemented between 1986 and 1989 

                                                 
179 According to Carneiro and Henley (1998: 118), indexation policy ‘provided for a State minimum wage to 
be annually indexed based on the average real wage of the previous 24 months (shortened to 12 months in 
1975)…, [and] an indexation adjustment factor allowed for the incorporation of official projections of 
consumer price inflation and productivity growth over the forthcoming year’; such policies were moderately 
successful in lowering inflation during the period 1964-1979. 
180 For a detailed discussion of the ‘new unionism’ movement, see Riethof (2002, chapter 4). 
181 ‘Up to 1988, any contract or agreement contrary to Government’s overall economic or wage policy was 
susceptible to legal rescission. Since then, unions have been free to negotiate agreements without the threat of 
government interference’ (Arbache 2001: 5). 
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interfered with free collective bargaining (e.g., automatic indexation, monthly adjustments) 
(Tavares de Almeida, 1996: 63-110). 

 

2.  Trends in Wage Settlements 1985-2005182 

 
During the 1980s trade union practice was profoundly shaped by democratization 

and protracted economic crisis. These processes yielded seemingly contradictory stimuli as 
far as union strategies were concerned: a) confrontation as unions were fighting for better 
wages, elementary social and industrial rights, and aspiring to social and political 
legitimacy (i.e., identity-building through social struggle);183 b) collaboration based on 
collective bargaining in the context of skyrocketing inflation and economic deterioration 
(Tavares de Almeida, 1996: 30-1). While the return to democracy led parts of the labor 
movement to endorse more pragmatic approaches including negotiations with government 
and plant-level bargaining to provide immediate benefits to workers�a practice known as 
‘unionism of results’, later characterizing the practice of FS�CUT pursued its 
confrontational strategy (Tavares de Almeida, 1996: 32 ; Barros, 1999). There should be 
no doubt that wage campaigns dominated the union’s agenda in the inflationary context of 
the 1980s.184 ‘New unionism’ constituted in 1983 into CUT rose to fight wage erosion 
(arrocho salarial, or the super-exploitation of labor by the dominant classes controlling the 
state; see Antunes, 1992) by seeking wage increases above the adjustments implemented 

by state decree (Galvão, 1999: 115).185 In other words, realizing that authoritarianism had 
been most detrimental to the working class, the union saw ‘the necessity to recuperate the 
losses endured, turning any demand for wage moderation illegitimate’ (Tavares de 
Almeida, 1996: 113). The political balance of the confrontational unionism of the 1980s, 

however, brought mixed outcomes: positive with respect to the strengthening of labor 
centers as legitimate political actors; but less favorable regarding the unions’ ability to 
                                                 
182 The justification for this time period lies in the fact that in 1987 collective bargaining for all local unions 
affiliated to CUT in São Paulo were unified under the auspices of the SMABC, thereby instituting truly 
industry-wide bargaining. To contextualize, however, I have decided to begin in 1985, which also happens to 
be the year of the return to democracy. Note that some coordination between local CUT unions was already 
in place since 1982 (see Chapter Five). 
183 Confrontation is defined here as the systematic opposition to government policies and the focus on mass 
mobilization and the use of strikes. Tavares de Almeida (1996: 31) argues that in the context of crisis of 
authoritarianism confrontation may be necessary to turn collective bargaining effective (i.e., broaden its 
scope and frequency). 
184 For instance Noronha (1991) has shown that the great share of strikes centred on the issue of wages. 
185 One of the points of contention between the union movement and the military was the inflation index. 
Trade unions based their wage claims on the ICV index (Índice do Custo de Vida, or ����������	�
���
��� 
elaborated by the DIEESE (Departamento de Estatística e Estudos Socio-Econômicos, or �
���� �
��
�
��������
�� ��� ����������� �
����������
������������ �� a body established by the different labor centres in 
1955), while the military used the INPC index calculated by the government agency IBGE (Instituto 
Brasileiro de Geografia e Estatística, Brazilian Institute of Geography and Statistics). Unions agued that the 
INPC index was subject to government manipulation and tended to underestimate the real rate of inflation 
(Riethof, 2002: 104; Renner, 1992: chapter 5). 
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secure significant improvements in workers’ incomes, especially towards the end of the 
decade when inflation deteriorated (Tavares de Almeida, 1996: 32). While such conclusion 
holds for all economic categories, the wage balance for the CUT metalworkers in São 
Paulo has been more positive (Table 4.5). 

As a preamble to the examination of wage developments�and as a justification for 
the object of inquiry�it needs to be pointed out that the major recent changes made to the 
collective agreement refer to economic rather than social clauses, as the social provisions 
conquered by the labor movement in the 1980s were subsequently largely maintained in 

the face of employers’ offensives (Araújo et al., 2001: 97-8). Trends in negotiated real 
wage increases for the metalworking category can best be captured by three distinct 
periods: the years 1985-1995, 1996-2003, and 2004-2005 (Table 4.5). 

Based almost exclusively on secondary source literature, it can be concluded that 

the metalworking category in the State of SP (CUT) obtained annual real wage increases of 
about five percent between 1985 and 1995. These figures suggest that union wage 
militancy in the inflationary context appear to have paid off. For instance, and in contrast 
to earlier years, the union negotiated a uniform real wage increase for all metalworking 
branches between 1986 and 1989 -- settling first with the auto manufacturers in São 
Bernardo do Campo and later expanding the agreement to the small and medium-sized 
enterprises (Galvão, 1999: 116; Renner, 1992: 259). And the 1990 collective agreement 
that established a wage increase norm�renewed for several consecutive years only to be 
abrogated in 1994 by the Plano Real�stipulating monthly adjustment of nominal wages 
using the INPC/IBGE consumer price index, wittingly or not, paved the way for real wage 
gains of approximately five percent in the early 1990s (Araújo and Gitahy, 2002/2003: 95). 
Notwithstanding the 1993 bargaining fragmentation dividing the metalworking category 
(see Chapter Five) and the gradual reduction in inflation associated with the Plano Real, 
the 1994 and 1995 negotiated wage outcomes patterned with earlier years (Table 4.5).186 

One note of caution, however, about assessing wages in periods of accelerating inflation. 
Despite careful documentation of wage settlements based on the comparison of several 
sources, the significance of real wage increases in an inflationary economy may easily be 
exaggerated. As Renner puts is (1992: 263-4) ‘what is the significance of four to eight 
percent of annual wage increase based on productivity gains when the monthly growth in 
inflation reaches the same amount or even the two digits?’. 

From 1996 until 2003 wage negotiations turned out to be difficult for the union. 

This reflected in the stagnation of real wages over the entire period, with the notable 
exception of the year 2000 (Table 4.5; Interview with Paulo Sérgio Ribeiro Alves, 
president of Federation of Metalworking Union CUT-SP between 1995-2001, Sept. 14, 
2004). During this period the macro-economic environment was relatively favorable with 
                                                 
186 In both 1994 and 1995, FEM/CUT initiated a bargaining campaign in November (data-base being April) 
to compensate for losses due to inflation between April and November (FEM/CUT, 1995a: 20; 1995b). 
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Branch Gross Wage Increase INPC Real Wage Growth Inflation GDP Growth
1985 Autos 100% INPC + 5% prod. 235 7,9

RofInd. 100% INPC + 4% prod.
1986 Metalworking Plano Cruzado I + 2% prod. 65 7,5
1987 Metalw. 100% IPC, 5% prod. 416 3,5
1988 Metalw. 100% IPC + 5,14% prod. 1038 -0,1
1989 /04-05 45 n.a. 1783 3,2 4,4
1990 Metalw. 5,0 1585,2 -4,4
1991 Metalw. 5,0 475,1 1,0
1992 Metalw. 5,0 1149,1 -0,5

03 1st agreem. CS wage indexed to inflation (month) 0,0
07 a Autos >0

Metal-mech. 12,4
RofIndustry 0 b

1993 Metalw. 5,0 2489,1 4,9
02 2nd agreem. CS 20% over 2 years
04 Machine Tools 6,0

1994 c Metalw. 6,3 929,3 5,9 1,4
1995 Metalw. 6,0 22,0 4,2

04 Machine Tools 33,5 27,1 5,0
04 Lighting 5,0
04 Foundry 5,0
04 Auto Parts 6,0
04 Autos 8,3

1996 04 Machine Tools 20,9 20,1 0,7 9,1 2,7
Lighting n.a.
Foundry n.a.

11 Auto Parts 8,0 11,8 -3,6
Autos n.a.

1997 11 Machine Tools 4,8 4,3 0,4 4,3 3,3
11 Lighting  n.a. (likely -0.3) d

11 Foundry 4,0 4,3 -0,3
11 Auto Parts 4,0 4,3 -0,3
11 Autos 3,0 4,3 -1,3

1998 11 Machine Tools 2,5 2,3 0,2 2,5 0,1
11 Lighting 2,5 2,3 0,2

Foundry n.a.
11 Auto Parts 2,5 2,3 0,2

Autos X
1999 11 Machine Tools 7,0 6,9 0,1 8,4 0,8 2,2

11 Lighting 7,0 6,9 0,1
11 Foundry 7,2 6,9 0,3
11 Auto Parts 6,9 6,9 0,0
11 Autos 6,9 plant; 3.3 e

2000 11 Machine Tools 8,0 6,2 1,7 5,3 4,4
11 Lighting plant/ likely patterned
11 Foundry likely patterned
11 Auto Parts 8,0 6,2 juridiction; 1.7 f

11 Autos 10,0 6,2 juridiction; 3.6
2001 11 Machine Tools 8,2 8,2 0,0 9,4 1,3

11 Lighting plant/ likely patterned
11 Foundry 8,2 8,2 0,0
11 Auto Parts plant/ likely patterned
11 Autos 8,2 8,2 0 g

Year
Table 4.5:  Metal Industry (CUT-SP): Selected Indicators of Wage Policy, 1985-2005
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Branch Gross Wage Increase INPC Real Wage Growth Inflation GDP Growth
2002 11 Machine Tools 10,3 10,3 0,0 14,7 1,9

11 Lighting 10,3 10,3 0 h
11 Foundry 10,3 10,3 0,0
11 Auto Parts 10,3 10,3 0,0
11 Autos 10,3 10,3 n.a.

2003 11 Machine Tools 17,0 16,2 0,7 10,4 0,5
11 Lighting 16,2 16,2 0,0
11 Foundry 17,0 16,2 0,7
11 Auto Parts 16,2 16,2 0,0
11 Autos 18,0 16,2 1,6

2004 11 Machine Tools 10,0 5,7 4,0 6,1 4,9 2,6
11 Lighting 10,0 5,7 4,0
09 Foundry 9,6 5,4 4,0
09 Auto Parts 9,6 5,4 4,0
09 Autos 10,0 5,4 4,4

2005
08/
12 Machine Tools patterned patterned 5,1 2,3
11 Lighting 8,2 3,1
09 Foundry 8,2 5,0 3,0
09 Auto Parts 8,2 5,0 3,0
09 Autos 8,9 5,0 3,7

Notes

Sources

1982-1988: Renner (1992), Tables 19 and 20

1990-1995: Araújo and Gitahy (2002-03), for metal; Galvão (1999); and Arbix (1996) for agreem. in CS

1993: own compilation based on FEM/CUT (1993) Convenção Coletiva de Trabalho - Grupo XIX-III;

1995: own compilation based on FEM/CUT (1995) Convenção Coletiva de Trabalho - Grupo XIX-III;

1996-2003: database Banco de Dados Sindicais - DIEESE

2000: also Rodrigues (2003); FEM/CUT-SP (2000) Convenção Coletiva de Trabalho - Grupo XIX-III;

2001: also SINFAVEA (2001) Convenção Coletiva de Trabalho; FEM/CUT-SP (2002/04) Jornal da FEM

2002: also FEM/CUT-SP (2002) Jornal da FEM, December

2004: SMABC, Tribuna Metalúrgica, No. 1886, 1889, 1897, 1915, and 1920.

2005: FEM/CUT-SP, Jornal da FEM, Nov./Dec. 2005

Inflation, INPC (Brazil): SIDRA (IBGE), Tables 634, 651, 1691; Tavares de Almeida (1996: 38) for 1985-89.

f 90 percent of workers in auto-parts on the territorial base of SMABC obtained 10 percent nominal wage increase 
through plant-level agreements (Rodrigues, 2003: 308)

Economic growth: IBGE, GDP - real percentage change in the year

a Moved to July due to agreement in CS
b Some enterprises provided real wage increases ranging from 4 to 10 percent (Galvão, 1999: 121)

X: no negotiation, for instance because of a two-year agreement

Table 4.5: Continued
Year

g 2-year collective agreement (Nov. 2001 - Oct. 2003) stipulates a 2 percent real wage increase by Nov. 2002 provided 
that production in São Paulo State reaches 1065000 units in 2002
h Juridiction; conflict over a social clause (stability for workers with professional injury)
Key

CS: Câmara Setorial da Indústria Automobilística; RofInd.= rest of industry; plant=plant-level agreement

c Figure based on Araújo and Gitahy (2002-03: 96). Galvão's (1996, 1999) comes to different conclusions, but both 
agree that real wages increased by 6 percent or more. Introduction of the Real Plan in early 1994 
d Score reached by the FS centre in the lighting branch 
e Averaged wage increase at Scania, Mercedez-Benz, Volkswagen, Ford and Toyota (all ABC)
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inflation coming under control and an average economic growth of 1.9 percent, althouth 
the unemployment crisis continued. 

Let us briefly highlight some of the major developments in collective bargaining. 
During the bargaining rounds 1995 and 1996, the metalworking union succeeded in 
moving the ‘date-base’ from April to November for the entire category.187 In 1997 the lack 
of workers’ mobilization led to the worst agreement in the decade, while in 1998 the union 
opposed employers’ proposals to reduce work time with wage cuts and withdraw several 
social clauses (Araújo et al., 2001: 98; Araújo and Gitahy, 2003: 97). The subsequent 

rounds (1999-2003) followed a similar pattern due to a more difficult economic climate, 
employers’ continued intransigence, for instance illustrated by the fact that no sectoral 
collective agreement was concluded in the lighting branch (group 10) in 2000 and 2001. In 
any event, the considerable rises in productivity related to the deepening of productive 

restructuring were not passed on to workers (Araújo and Gitahy, 2002-03: 108). In 2000 
employers appealed to the labor court after negotiations had reached a stalemate, with 
employers offering a 6.5 percent wage increase while workers demanded 10 percent. In 
this case, the (short-lived) improvements in the economy, the extensive mobilization of 
workers, and the labor courts’ decision all contributed to yield a more favorable outcome 
for workers (Rodrigues, 2003: 307-8). 

Finally, after years of struggles without tangible results, it appears as if the 
pendulum has started to swing back. Indeed, against the backdrop of a growing economy, 
the union was very successful in 2004 and 2005, settling for average real wage increases of 
about 4 and 3 percent, respectively. 

 

3.  Explaining Wage Developments 

 
What explains the extraordinary stagnation in real wages observed in the Brazilian 

metal industry after 1995? And how to account for the high wage settlements in 2004 and 
2005? To the existing account of CUT’s wage militancy in the 1980s and early 1990s as 
illustrated in the previous section, one may add one remark concerning the influence of 
wage bargaining institutions on union strategy. Referring mainly to the 1980s, Arbache 
(2001: 6-7) has suggested that wage indexation, compounded by fragmentation and weak 

bargaining coordination, implied that ‘unions had little incentive to build the 
employment/wage trade-off into their objective functions’. According to such line of 
argument, wage militancy should have witnessed a revival in the post-1995 period as the 

                                                 
187 In Brazil, parliamentary elections occur in October. By moving the data-base to November CUT sought to 
shield the wage campaigns from political interference. Later, CUT changed its mind for September. 
Moreover, the social clause on safeguarding employment for employees with HIV concluded in 1996 was 
considered of great significance, although it applied only to auto parts and foundry (forjaria, parafusos) 
(FEM/CUT, 1998: 20). 
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processes of decentralization and fragmentation further deepened (see Chapter Five). This 
has clearly not been the case. Apparently, then, other factors were at play. 

 

3.1.  Domestic Political Economic Factors 

The existing literature and my own research identify a wide range of domestic 
political economic conditions that have influenced recent developments in Brazilian wage 

bargaining. For instance, Araújo et al. (2001: 107) argue that the fragmentation of 
bargaining in the metal industry has had negative impact on the bargaining outcomes, 
particularly wages. This is because fragmentation complicates the conduct of unified 
campaigns and strikes involving the entire category (e.g., Noronha et al., 1998). One piece 
of evidence supporting this view comes from the directors of the metalworking union in 
Campinas (affiliated to FEM/CUT until 1998), who claim that the category lost bargaining 
power in the 1990s (compared to the 1980s) because of the fragmentation of collective 
negotiations resulting from the splitting up of the employers’ associations previously 
united under FIESP (cited in Araújo and Gitahy, 2002-03: 94). Albeit difficult to 
substantiate empirically, it cannot be totally excluded that the institutional set-up 

characterized by monopoly of representation and extension mechanism (following the 
logic exposed in Section One) has not also dampened union wage militancy next to the 
concessions with regard to increased differentiation in wage floors (i.e., wage floors graded 
according to firm size; see Chapter Five). 

Moreover, plant-level negotiations over worker participation in company profits or 
operating results (Participação nos Lucros e Resultados, PLR) that became effective with 
Provisional Measure No. 794 in 1994 (Cardoso, 2001) may have increasingly substituted 
for real wage increases from 1995 onwards. In any event, this is what the metal union 

explicitly bemoans in its 2004 report of activities (FEM/CUT, 2004a: 37). And 
developments in other sectors (e.g., the chemical industry in the region of Campinas; 
Araújo et al., 2001: 101) and Latin American countries (Marinakis, 1997) appear to 
provide empirical support for this argument. Despite all this, CUT’s official stance remains 
that ‘the struggle for PLR is not contradictory with the struggle for increases in real wages’ 
(FEM/CUT, 1998: 12-3; 2004a: 11, 37). 

Additionally, against the backdrop of internal ideological divisions, CUT found 

itself in a defensive bargaining position over the period 1998-2000 (FEM/CUT, 2001: 
4).188 Due to growing discontent with mainstream CUT’s stance towards collective 
bargaining, four municipal unions (Limeira, Campinas, São José dos Campos and Santos) 
historically linked to FEM/CUT set up their own catalogue of claims and negotiated 

                                                 
188 FEM/CUT already did not present a united front (i.e., hinting to internal divisions) against the assaults of 
employers to fragment bargaining (FEM/CUT, 1995a: 18). 



 128 

separately in 1998 and 1999.189 This situation turned permanent as the left-leaning streams 
ASS (Alternativa Sindical Socialista)190 and MTS (Movimento de Trabalhadores 

Socialistas, linked to Partido Socialista dos Trabalhadores Unificado, PSTU, a political 
party of Trotskyist inclination) split off from the centrist and dominant ‘articulation’ 
(Articulação) (FEM/CUT, 2001: 4). CUT sees in these resignations a weakening of its 
bargaining power: ‘for a long time we know that the more divided workers are, the more 
fragile their organization’; and ‘those who most benefited from the division of the wage 
campaigns were employers, who confronted a fragmented resistance of metalworkers’ 

(FEM/CUT, 2001: 4). 
Some argue that Brazil’s extremely high labor turnover (Gonzaga, 2003) in the 

context of high unemployment may explain wage stagnation (Interview with José Osmair 
Polisel, technical assessor for collective bargaining, Metalworkers’ Union in São Paulo, 

Mogi and Regions, FS, Aug. 23, 2004). The logic is that employers react to real wage 
increases by dismissing workers in higher wage groups and hiring others at the minimum 
rate. Finally, the economic conjuncture may have mattered, which is how CUT partly 
understands the dynamic of the years 1995-1998: ‘crisis of unionism deepened due to 
recessive conjuncture and productive restructuring’ (FEM/CUT, 1998: 19). 

In short, while domestic political and market circumstances such as bargaining 
fragmentation, labor law changes (e.g., variable pay, PLR), high unemployment and others 
are all important, they are insufficient to fully explain the very moderate real wage 
increases after 1995, and the switch back to significant wage gains which occurred in 2004. 
This is because these variables do not co-vary with union wage militancy and wage 
developments as observed over the period 1985-2005, and because such explanations do 
not satisfactorily corroborate the evidence coming from process-tracing. 

 

3.2.  Globalization Levels, Comparative Disadvantage and Union Ideas 

But what is the story about economic globalization and union wage bargaining in 
Brazil? Let us start with the quantitaive evidence. Arbache (1999) finds a positive 
relationship between import penetration and wage concessions: over the period 1988-1996, 
unions in high import penetration industries such as electronic, mechanic, transport, 
chemical, textiles, and rubber were more responsive to trade globalization and therefore 

more willing to accept decreases in relative wages (to safe job).191 Taking into account 
more years (1981-1999), Arbache et al. (2004: 91) find that wages in the traded sector have 

                                                 
189 Main disagreement is over hour banks, outsourcing, flexibilization, and wages. 
190 This stream has remained within CUT, but conducts separate negotiations since 1998. Campinas, Limeira 
and São José dos Campos also belong to this stream (FEM/CUT, 2004a: 38). 
191 Unlike the medium import penetration group of industries which experienced wage inertia, unions in the 
low import penetration industries such as beverages, tobacco, paper, wood, and furniture took advantage of 
the relatively more favourable situation and increased rents. 
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been considerably affected by trade liberalization, with greater openness associated with 
lower wages.192 Arbache (1999) suggests that trade has affected wages via a change in the 
relative power of unions, that is, unions in industries most (least) affected by import 
penetration have endorsed a less (more) militant strategy in relation to wages. In short, 
these results suggest that increased trade flows, especially imports, and openness have had 
a negative impact on union militancy and wages in metalworking during the 1990s. 

While these studies represent a first set of evidence about the union wage 
bargaining effects of inceased economic globalization, for our prupose the results should 

be dealt with caution. First, these econometric studies use a measure of the wage package, 
in the present case hourly wages. Second, such analysis tends to aggregate and average the 
data, thereby neglecting variation over shorter time periods or across regions. It therefore 
would come as no major surprise if there were some differences between their findings and 

my data on negotiated wage positions in the metalworking industry of the State of SP -- as 
appears to be the case for the early 1990s. 

In any event, what needs to be explained is what reversed the trend of more than ten 
years (1985-1995) of real wage increases in the metal industry, and what initiated the 
return to such gains in 2004 after almost a decade of wage stagnation (1996-2003) (Table 
4.5). I suggest that the metalworking union’s shift in bargaining strategy away from 
‘purchasing power’ ideology193 to a greater emphasis on safeguarding employment partly 
explains the stagnation in negotiated real wages after 1995. Also, greater threatened and/or 
actual inter-regional capital mobility linked to and combined with intensified international 
competition, and increasing ‘losingness’ of globalization associated with the industry 
becoming a net importer in 1995-1996 help explain the union’s willingness to support 
wage moderation. I further suggest that the industry’s improvements in international 
competitiveness as illustrated by the switch back to comparative advantage in 2002-2003 
helped create the favorable conditions for militancy in 2004 and 2005. 

I begin by showing that FEM/CUT modified its bargaining strategy by the mid-
1990s, giving greater importantce to the employment issue over wages. The shift in the 
FEM/CUT’s wage strategy is part of the broader change in CUT’s strategy from 
mobilization and confrontation towards participation (Riethof, 2002: chapter 5). This 
participatory strategy began to emerge in the early 1990s, and has included attempts at 
negotiation with the government over social security, employment policy and labor 
reforms. This shift in strategy has multiple and complex causes, among others the changing 

                                                 
192 Openness is defined as the effective rate of protection in industry, measured by tariffs. The effects, 
however, are conditioned by education: for the traded sector, the impact of openness on wages was 
insignificant for those in the top two education groups, whereas it was negative for lower level education 
groups. Such finding is consistent with the hypothesis that, following trade openness, imported technology 
raises the relative demand for highly skilled labor (thus their wages are protected from falling). 
193 It may be a conceptual overstretching to refer to CUT’s wage bargaining strategy in the 1980s and early 
1990s in such terms, because of the specific political and economic conditions of this period of Brazilian 
history. The weaker version is a strategy of wage militancy. 
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economic environment (trade liberalization, privatization) and its impact on employment, 
inter-union competition with the institutionalization of FS (founded in 1991) that occupied 
the political centre and has been eager to negotitare with the government, the 
professionalization of CUT unionists, the defeat of Lula in the 1989 election, the collapse 
of real socialism in the Soviet Union, etc. The tripartite negotiations in the automobile 
industry in 1992-1993, known as the sectoral Automotive Chamber (see Chapter Five), 
involving direct bargaining between employers, the unions and the government, have also 
been instrumental in institutionalizing the proposition-based unionism within CUT (Arbix, 

1996). 
How and when did these changes affect the wage bargaining strategy of FEM-

CUT? The shift appears to have occurred around 1995. First, the two agreements achieved 
in the Automotive Chamber entailed elements of Keynesian counter-cyclical demand 

mangament. To stop the decline in production, taxes on cars were lowered, which reduced 
the price of automobiles, and wages were protected from falling in the first agreement but 
significantly increased in the second -- a twenty percent real wage increase between 
February 1993 and February 1995 (Arbix, 1996: 143-4). The metalworker’s union in the 
ABC, where the lion’s share of the car industry was located, played a central role in these 
agreements. And recall that the SMABC is the dominant voice within FEM-CUT. Here, 
‘purchasing power’ideas of the union appear to have mediated the effects of greater 
globalization. 

Simultaneously, CUT’s strategy of collective bargaining gradually shifted towards 
mainaining employment as the main priority. An extensive survey of trends in collective 
bargaining in the private sector covering the 1980s and 1990s found that until the early 
1990s wage claims were at the heart of labor conflicts, and that from the mid-1990s 

onwards there has been ‘a clear inflection in the union agenda and wage demands, yielded 
place to the employment question’ (emphasis added, Oliveira, 2003: 271). And in a 

thorough analysis of employment as a theme in the strategy of the main metalworking 
unions in the State of SP in the early 1990s�based on review of resolutions adopted in 
congresses, motives of strikes, and clauses in collective agreements�Cardoso (1998: 164) 
found that the question of employment began to gain greater importance from 1993 
onwards, and with even greater emphasis after 1995 (emphasis added).194 For instance, the 
second congress of the Federation of Metalworkers’ Unions affiliated to CUT-SP hold in 

                                                 
194 Against the background of rising unemployment, especially in metal, the question of employment 
gradually becomes the major concern of the metalworking labor movement during the first half of the 1990s. 
The theme ‘employment’ is increasingly discussed in union congresses from the year 1993 onwards. Also, an 
increased share of the strikes entails an employment-related claim, most frequently the readmission of 
workers (much less so work time reduction or suspension of fixed-term contracts). However, there are 
virtually no employment-related clauses introduced in collective agreements due to employer opposition. The 
author also stresses that often workers pressed the trade union to accept the terms of employers out of fear of 
unemployment (Cardoso, 1998: 160-1). 
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Campinas in April 1998 declares as one of its objectives to seek employment safeguard 
provisions in collective agreements (FEM/CUT, 1998: 13).  

Finally, there is the explicit acknowledgement from the trade union leadership that 
the union has been willing to offer wage concessions to safeguard jobs: ‘It was the union’s 
decision to focus entirely on employment. We exchanged the list of claims’ (Interview 
with P.S. Ribeiro Alves, Sept. 14, 2004). Similarly, 

 
The context of the 1990s was indiscriminate opening. Many firms became 

bankrupt. In the early 1990s the ABC region had 200,000 metalworkers, 
today it has 100,000. … . Employers’ voicing of threats of exit does occur 
during company-level bargaining. … . However, such threats are not voiced 
at the bargaining table during sectoral negotiations. … . But the implicit exit 

threats have changed our bargaining strategy. We perceived that the wage 
gap between other regions and the ABC of São Paulo was widening. The 
consequence was that it was not possible to focus on economic claims 
because of the risk to accentuate the movement away from the region (flight 
of industries). Claims about quality of life and social clauses increased. … . 
Now the priority is employment (job generation). We now say ‘with 

employment and wage but we used to say with wage and employment’ 
(emphasis added; Interview with Adi dos Santos Lima, president of 
Federation of Metalworking Union CUT-SP, since 2001, Aug. 23, 2002). 
 
This long quote has surreptitiously led us into the heart of the second task, namely 

providing empirical evidence supporting the claim that economic globalization mattered 
too. Let me recall that, as argued in Chapter Three, I consider increased inter-regional 
capital mobility mainly as a by-product of increased international competition, increased 

inward FDI and import competition in particular. My qualitative analysis suggests a 
relationship between rising imports, or the industry’s change to a situation of comparative 
disadvantage for that matter, increased threatened and actual inter-State capital mobility, 
on the one hand, and changing union wage bargaining strategy on the other hand. To start 
with, employers were extremely clear about the negative effect of increased trade on wage 
developments: 

 

Trade liberalization had an impact. … . With the opening we saw that the 
protection had left us 25 years backward in terms of technology. At the 
moment when imported fridges entered, these were difficult times, new 
investment were required, mainly we had to reduce costs, there has been a 

significant decrease of gross salaries. … . [Why were the productivity gains 
not passed on to workers over a period of ten years?] Over the last eight 
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years the productivity indices improved. We needed to use these gains to 
improve technology, installed capacity, and not to re-pass them on workers, 
otherwise we would have even more unemployment. Trade liberalization 
put huge pressure on wages. … . In addition it was necessary to break the 
tradition of high wage increases inherited from the inflation period, because 
workers got used to it. We had to change the culture (emphasis added; 
Interview with Drausio A. Villas Boas Rangel, chief negotiator of the 
Brazilian Association of Autoparts Manufacturers - Sindipeças, São Paulo, 

Sept. 14, 2004). 
 

And here are two quotes highlighting perceptions and understanding on labor’s side: 
 

Between 1990 and 2000, we lost 60 percent of metalworking workforce in 
ABC region. The reconfiguration of the automobile sector substituted 
employment for wages as the principal axis of campaigns. Employers said 
‘we go to other States because of differences in wage levels’. They 
compared with the wages in Bahia. For example, the average wage in Betim 
(Fiat) was R$ 550 - whereas it was R$ 2,700 in ABC around 1993-1994. 
This difference, it is a cost difference, because cars were sold for the same 
price nationwide. This was used to oblige us to yield social clauses, 
conditions, because in Minas Gerais they did not have the same rights and 
conquests. It forces us to focus on employment preservation, the automotive 
chamber and all these policies were defensive policies (Interview with P.S. 
Ribeiro Alves, Sept. 14, 2004). 

 
The 1990s were characterized by the geographical spreading of the 

industrial complex in direction of the rest of the country. To maintain the 
social clauses became the union’s major task…. The wage question lost 
importance…. The fiscal war and the employers’ exits weakened the union 
a lot, besides reducing the base…. There has been internalization because of 
[employers’] blackmailing, it impacted on what can be reached during wage 
bargaining round. They withdraw from the ABC because of political 
reasons (union combativeness, factory commissions, etc), and the fiscal war 

also played a role. Workers internalized this because of the numerous 
threats expressed in company reports, local newspapers, etc. …. Precisely, 
high wage increases may accelerate employer exit, this is what we thought 
(Interview with P.S. Ribeiro Alves, Sept. 8, 2004). 
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Written sources also acknowledge the great challenge posed by greater inter-
regional capital mobility for union bargaining and strategy. At the height of the fiscal wars 
between States of the Brazilian Federation (roughly the second half of the 1990s), a union 
document reports that employers threaten with plant relocation to States where organized 
labor is nonexistent or in its formative moment, and that such threats of unemployment and 
plant closing are pervasive strategies deployed by employers (FEM/CUT, 2001: 5). 

Finally, Figure 4.3 shows how the net export rate (i.e., comparative advantage) for 
two leading sectors of autos and auto-parts became negative in the mid-1990s, yiedling less 

militancy over the subsequent years, and how this globalization indicator turned back to 
positive around 2003, paving the way for significant real wage gains in the years 2004 and 
2005.195 

Developments in the Brazilian chemicals industry suggest that unions facing lower 

levels of globalization, that is less severe globalization pressures, are likely to support 
wage moderation less. Araújo et al. (2001) have shown that the chemical union affiliated to 
CUT in São Paulo concluded more generous wage packages than the metal union during 
the 1990s. Figure 4.4 shows that total trade in chemicals has been at lower levels compared 
to that in autos and auto-parts throughout the 1990s.196 

One major critique can be raised against the comparative advantage argument in the 
case of the Brazilian metal industry. The objection is that the movements in comparative 
advantage observed after the mid-1990s are an artifact of currency changes related to the 
appreciation of the Real (R$) in the aftermath of the introduction of the Real Plan in 1994 
and to the currency depreciation after the financial crisis of January 1999. For instance, the 
early period of the Real Plan witnessed an appreciation by as much as 15 percent in the 
Real-US dollar exchange rate, and that level appears to have remained constant until mid-
1998 approximately (Kregel, 2000). A closer examination of the extent to which the post-
1995 changes in comparative advantage can be attributed to changes in the money versus 

real side of the economy (e.g., increases in productivity) goes beyond the scope of the 
present analysis.197 However, trends in international money markets, even in cases where 
they swing completely free from changes in market fundamentals (i.e., the real economy), 
signal either improvements or deterioration in economic conditions that political and 
economic actors are likely to pick up. Specifically, the real appreciation of the Real 
produced a rapid increase in consumption based on imports that almost inevitably signaled 
the wage bargainers that they had to watch their costs. 

                                                 
195 Note that the electrical and electronics industry is characterized by (deepening) comparative disadvantage 
in the 1990s (Table 3.3). No data are available for the machine branch. 
196 This argument holds in spite of the fact that the Brazilian chemicals industry witnessed a worsening of 
comparative disadvantage during the 1990s. 
197 The probable answer, based on my general understanding of the Brazilian case, is that what has been 
going on here is a combination of both. 



 

Fig. 4.3: Brazil, Comparative Advantage in Autos and Auto-parts
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Fig. 4.4: Brazil, Total Trade in Autos, Auto-parts and Chemicals
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Concluding Remarks 

 
This chapter has investigated whether and how economic openness affects trade 

unions’ wage bargaining. The first argument is that unions in sectors facing greater trade 

and FDI flows are more willing to support wage moderation. Second, the effects of 
comparative advantage influence wages differently than trade and FDI globalization in 
general: the argument is that unions in sectors with a revealed comparative advantage 
(disadvantage) are more (less) likely to support militancy. And ‘purchasing power’ 
ideology diminishes the extent to which higher openness or comparative disadvantage 
increase union support for wage moderation. 

Qualitative and correlational analyses of the last thirty five years of wage 
bargaining in the German metal industry suggest that changes in the comparative 
advantage position of industry is associated with movements in negotiated real wages in 
more recent years, in spite of IG Metall’s dismissiveness about practicing competitive 
wage moderation. And developments in the textile industry suggest that unions in sectors 
with a comparative disadvantage are more likely to be willing to offer wage concessions to 
save jobs. Also, the ‘purchasing power’ economic ideas of IG Metall mediate the extent to 
which various manifestations of economic globalization negatively influence its militancy 

and wages. Furthermore, higher globalization levels, ceteris paribus, increase wage 
restraint. The chemicals industry provides a case in point: while the chemicals and metal 
industries show comparative advantage of similar order, the chemicals union is facing 
higher trade and, especially, FDI levels, and therefore has been more inclined to endorse 
partnership, yielding greater bargaining moderation in general, and over wages in 
particular. 

The empirical contribution of the Brazilian material provides external validity to 

the German findings on the politics of wage bargaining under globalization. First, 
diachronic analysis of wage politics in the metal industry reveals the extent to which the 
passage from a situation of comparative advantage to disadvantage and vice versa is 
associated with changes in union strategy towards moderation and back to militancy. Also, 

‘purchasing power’ ideas of the union mediate the wage effects of globalization. The 
metalworking case also shows that unions in sectors characterized by high inter-regional 
capital flows and opennes might be more eager to turn to moderation. And developments 
in the chemicals industry suggest that unions facing lower levels of globalization are less 
likely to support moderation. 

 
 
 



 137 

Chapter Five.  Globalization and the Institution of Industry-Wide 
Bargaining 

 
While the previous chapter has examined union behavior with respect to wage 

bargaining under increased globalization, this chapter focuses on economic globalization 

and patterns of change and continuity in the institution of industry-wide bargaining. 
Organized labor has traditionally been a staunch defender of bargaining centralization 
because such institution plays a crucial role in compressing wage dispersion and thus 
reducing inequality long of concern to most union movements. But in many countries 

employers have been instrumental in creating and preserving an institution that has 
minimized industrial conflict and brought stability to industrial relations. The main 
question, then, is how do increased trade and FDI flows as well as openness to such flows 
affect the industry-wide bargaining institution? Does globalization lead to reduced union 
support for industry-wide bargaining, for instance by fragmenting skills and thus 
decreasing returns of that institution to skilled labor? Conversely, does globalization lead 
to increased labor support for centralized bargaining, as labor attempts to fend off their last 
bastion from neoliberal offensives? Or does it matter for labor indirectly by way of how 
fractions of employers deal among themselves with the issue of centralization? 

The chapter answers these and other questions about the politics surrounding 

centralization by focusing on the German and Brazilian metalworking industries in the last 
two decades or so, using qualitative methods of investigation. The argument to emerge 
from the analysis is that economic globalization affects labor indirectly by way of how 
employers deal with each other within employers’ associations. Increased trade and FDI 

globalization spur greater conflict between small and medium-sized enterprises on the one 
hand and large firms on the other, with the latter more willing to accommodate union’s 
demands at the margin, thereby complicating coordination within employers’ associations 
over the adequate response to these demands. And change in the bargaining institution 

towards greater differentiation reflects the increased dissatisfaction of small and medium-
sized enterprises about employer associations’ response to union demands, as these 
associations have adopted strategies to satisfy the needs of their entire constituencies while 
taking a firmer stance towards the union. The particular form taken by institutional change 
-- declining collective bargaining coverage in Germany and bargaining fragmentation in 
Brazil -- are here considered functional equivalents in different systems of industrial 
relations because both developments yield the similar outcome of greater differentiation in 
conditions. 
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Part One.  The Political Economy of Centralization in the German Metal 
Industry 

 
Part One on the German political economy investigates how, if at all, increased 

trade and FDI openness has affected centralized wage bargaining. Due to data availability 
the focus is on the metal industry exclusively. Indeed, Gesamtmetall is the only sectoral 

federation of employers’ associations that has regularly released information about its 
member firms. Based on that information, the German case supports a critique of what is to 
date the most sophisticated and also the most influential account of globalization and 
centralized bargaining, namely Kathleen Thelen’s recent work on labor relations in 

Germany.198 Since her explanation forms a causal chain involving a few causal 
mechanisms, and given that my overall critique is made of a set of small, specific critiques 
of different aspects of that argument, I present my analysis of economic globalization and 
centralization following Thelen’s chain of arguments. I proceed in three sections. The first 
provides a descriptive account of the declining density of German metalworking employers 
associations. The second section combs the literature for existing explanations of declining 
collective bargaining coverage rooted in globalization, assesses them while providing both 

complementary and alternative explanations. The final section looks at employer 
organizations’ response, including a detailed case study of the 2003 campaign for the 
equalization of work time between the East and the West, where employers’ response has 
been most striking. 

 

1.  Trends in Collective Bargaining Coverage 

 
For several decades in the post-war period, the coverage rate of collective 

bargaining in the German metal industry has been extensive and stable, preventing the 
emergence of a large non-union sector. Over the last twenty years, however, the 
deterioration in the membership and density of Gesamtmetall has proven to be very 
significant and persistent. Yet, in spite of steady declines in the coverage rate, the central 
agreement remains the predominant framework regulating employees’ wages and 
employment conditions. And the importance of the central contract goes beyond the formal 
membership and density figures. Indeed, the central agreement provides an important 
reference point to many firms staying outside the employers’ association in their 
bargaining with the workforce or the works council, what is known in the literature as 
pattern bargaining. This section provides a descriptive account of the trends in collective 

                                                 
198 See below for the full reference to the relevant papers. 
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bargaining coverage as well as of the significance of pattern bargaining in the metal 
industry. 

Density gauges the coverage rate of employers’ associations and thus of collective 
bargaining. The degree of coverage can be measured in two ways, either employment or 
company density. Employment density measures the share of employees at member firms 
of employers’ associations as a percentage of total employment. Similarly, company 
density measures the share of member companies at employers’ associations as a 
percentage of total companies. While both indicators provide an assessment of the labor 

market power of employers’ associations (i.e., the peak association speaks on behalf of 
such and such percentage of workers and/or firms in a given industry), employment density 
will mostly be used here as it provides a better measure of the degree to which changes in 
bargaining institution affect workers’ employment conditions. In any event, whatever the 

indicator, density has been steadily declining since the mid-1980s. 
The rate of coverage of employees has been remarkably stable over the twenty 

years between 1970 and 1989, fluctuating only within a few percentage points of 75 
percent (Figure 5.1).199 From 1984 onwards, however, the number of metalworking 
employees covered by the central agreement has been steadily decreasing. In the last 
twenty years, employment density in West Germany fell by more than twenty percentage 
points, from 76.7 percent in 1985 to 55.7 in 2004. The downward slope has been 
particularly pronounced between 1991 and 1993, and again after 2000.200 The decline in 
Eastern Germany has been dramatic, with density in terms of employment decreasing from 
65.7 percent to 28.9 percent in ten years (1991-2000), to reach slightly over 18 percent in 
2004. 

Declining density is the result of a simultaneous decrease in the nominator 
(membership in employers’ associations) and increase in the denominator (number of firms 
in the industry). Indeed, the metal employers’ association Gesamtmetall has been losing 

member companies since 1970, but losses have become truly significant only after 1980 
and especially in the 1990s.201 As documented in Table 5.1, membership in Gesamtmetall 
totaled 9,594 in 1970, dropped to 9,108 in 1980, 8,116 in 1989, 6,252 in 2000, and further 
down to 4,774 in 2004. On the other hand, the number of firms in the metal industry has 
increased by more than 2,000 between 1995 and 2004, which suggests that new firms do 
not easily join employers’ associations (see below). Company density of the West German 
metal industry thus fell from 58 percent in 1980 to 35 in 1998, and for Germany as a whole 

it halved between 1993 and 2004 (43 percent down to 21). Assessing change for time 

                                                 
199 This applies also to the second half of the 1960s (Schroeder and Silvia, 2005: 7). 
200 Regional breakdown for density in the western associations over the period 1995-2002 confirms the 
general trend, but the pace of decline varies across regions. One notable exception is Bavaria, where density 
in terms of employment has remained strikingly stable at approximately 60 percent. 
201 Companies are indirectly members of Gesamtmetall through membership to the regional employer 
association. 



 

Fig. 5.1: Density of the Metal Employers' Association Gesamtmetall
 in terms of Employment
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Year No. No. (M+E total) Density (%) No. No. (M+E total) Density (%)

1970 9.584 n/a 3.264.598 76

1980 9.108 58 2.950.325 73

1985 8.374 55 2.817.186 74

1989 8.116 47 2.890.687 70

1993 a 8.863 43 2.663.123 63

1993 b 7.752 44 2.458.665 63

1995 a 7.886 20.639 38 2.352.289 3.606.289 65

1995 b 7.094 17.507 41 2.210.541 3.251.816 68

1998 a 6.767 21.442 32 2.155.436 3.483.326 62

1998 b 6.263 17.977 35 2.065.300 3.156.202 65

2000 6.252 22.161 28 2.122.472 3.511.777 60

2002 5.704 22.501 25 2.061.622 3.502.769 59

2004 4.774 22.726 21 1.859.026 3.445.092 54

Sources

Years 1995-2004: Gesamtmetall, Table 1.1 and 4, various years

Years 1970-1993: Hassel and Schulten, 1998, p. 500; and Gesamtmetall

Companies Employees

Table 5.1:  Density and Membership of the Metal Employers' Association 
Gesamtmetall, 1970-2004, selected years 

Notes
a Germany
b West Germany

 
 
intervals of approximately five years, the pace of decline in company density has been 
strongest for the period 1995-2000 (-26 percent; Germany), followed by 2000-2004 (-25 
percent; Germany), 1985-1989 (-15 percent; West Germany), 1989-1995 (-13 percent; 
West Germany) and 1980-1985 (-5 percent; West Germany). 

The consequence of the declining density of the German metal industry employers’ 
association is clear: nationally-articulated collective bargaining agreements determine 
compensation for a significantly smaller percentage of metal employees today than they 
did thirty years ago. Indeed, the coverage of nationally-articulated collective agreements 
decreased by twenty percentage points, falling from 76 percent to roughly 55 percent of all 
employees over the period 1970-2004. But to what extent do employees in non-covered 
companies benefit from the terms of collective agreements indirectly through pattern 

bargaining? A study by Kohaut and Schnabel (2003) using nationally representative data 
from the IAB establishment panel (Institut für Arbeit und Berufsforschung, Betriebspanel) 
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found that about 43 percent of all companies in the West German capital goods sector202 
remained directly covered by the industry-wide agreement in 2001 while about 27 percent 
benefited indirectly.203 In terms of employment coverage rate, 64 percent of all employees 
remained directly covered, and about 18 percent benefited indirectly.204 Another study 
focusing on three industries including metalworking comes to similar proportions as far as 
the scope of pattern bargaining is concerned: four percent of the non-covered companies 
generally adopt the terms of the industry-wide agreement, and about one quarter does so in 
spite of (occasional) ‘insignificant deviations’ (Bahnmüller, 2002: 410).205 To be sure, 

taking account of these effects implies that the significance of the industry-wide agreement 
is greater than what an analysis focusing on the formal coverage alone suggests, but it does 
not refute the thesis of an erosion of industry-wide collective agreements and hence of 
greater differentiation in employment conditions. 

Finally, what do we know about the characteristics of the firms that are not bound 
by the industry-wide agreement? And is there evidence that firm size is a good predictor of 
the propensity of firms to leave the employers’ associations? First, small firms are clearly 
less likely to be covered by a central agreement than large ones (Hassel, 1999). For 
instance, while about 60 percent of small firms (5-19 employees) are part of the industry-
wide bargain, the figure rises to about 80 percent in the case of large firms (1,000-4,999 
employees) and to 90 percent for the largest companies (5,000+ employees) (Hassel, 
1999).206 It should be pointed out that there are very few studies providing valuable 
insights into the second question.207 The best available study of membership defections is 
that by Schroeder and Ruppert (1996). Based on a sample of 161 firms belonging to four 
representative bargaining districts of the metal industry, the main conclusions are that 
medium-sized firms (between 100-499 and 500-999 employees) have disproportionately 
left the employers’ association, and that large firm defections (1,000 employees or more) 
are less common. For instance, while firms with between 100-499 workers accounted for 

54 percent of all defections from the three West German regional employers organizations, 
they represented only 35 percent of the membership in these three employers’ associations. 
And somewhat surprisingly, small firms (20-99 employees) in Western Germany tend to 
pattern after the behavior of large rather than medium-sized firms (i.e., the small firms’ 
share in total defections is smaller than their membership share in employers 

                                                 
202 Investitionsgüter includes amongst others machinery, transport equipment, electronics, IT-equipment, 
stee,l and metal manufacturing (Statistisches Bundesamt, 1970, Aussenhandel, Reihe 7). 
203 Another 4.8 percent had negotiated a single-firm agreement (Haus- oder Firmentarifvertrag). 
204 And 9.3 percent of all employees benefited from a single-firm agreement. 
205 The random sample comprises 5,000 firms, of which 3,000 from the metal industry, 1,000 from the textile 
and clothing industry, and 1,000 from the banking sector. The investigation was carried out in 1998-1999. 
206 These figures are for the economy as a whole, but there is no reason to believe that these conclusions do 
not apply to the metal industry (see also Kohaut and Schnabel, 2003). 
207 This has to a large extent to do with the difficulty of studying firm defections -- a politically sensitive 
issue. 
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associations).208 Similarly, based on a sample of about 11 firms that have left the metal 
employers’ organization in the Baden-Württemberg region between 1984 and 1992, 
Langer (1994: 134) finds that resignations are more common among medium-sized firms 
(between 200-500 employees). Possible reasons invoked by these authors to explain the 
pattern among small firms include narrow product specialization requiring highly skilled 
workforce, and disproportionate gains from membership due to lack of personnel 
department. In short, although firm size is an important factor in determining whether a 
firm is likely to be a member of an employers’ organization, the association between firm 

size and propensity to opt-out from the industry-wide bargaining appears less conclusive. 
However, I contend that it is warranted to speak of a cleavage between SMEs (20-

999 employees) on the one hand, and large firms (1000+ employees) on the other hand in 
terms of these two groups’ different propensity to leave the employers’ associations. There 

are three reasons for this. First, when small and medium-sized firms are aggregated into 
one group, it is certainly true based on the Schroeder and Ruppert dataset that SMEs are 
more likely to quit the organization than large firms. Second, interpretations of the 
Schroeder and Ruppert study often focus on West Germany. However, the share of small 
firm defections increases when the fourth, eastern German bargaining district is taken into 
account. Indeed, on the basis of the data for Saxony alone, the group consisting of small 
firms (between 20-99 employees) is the only group that has disproportionately left the 
employers’ association (Schroeder and Ruppert, 1996: 319). Third, other leading scholars 
writing on this question assume it to be true (e.g., Schroeder and Silvia, 2005). 

As already pointed at, the declining collective bargaining coverage is the result of 
both increased defections and reduced propensity of newly created firms to join employers’ 
associations. Some argue that the shrinking coverage has less to do with mass resignations 
than with the surge of new companies, which choose to stand outside the traditional 
employers’ organizations (Schroeder and Ruppert, 1996). And indeed, the number of 

companies in the West German metal industry increased by 3,015 between 1985 and 1992, 
and by 1,862 for Germany as a whole between 1995 and 2002 (Hassel, 1999; and Table 
5.1). Some evidence is found in a speech delivered in March 1996 by head of 
Gesamtmetall Dr. Stumpfe, who insists that ‘only few newly created firms join the 
employers’ association’ (Stumpfe, 1996). In any event, taking into account both processes, 
it is certainly true that there is a relationship between firm size and propensity to belong to 
employers’ organizations, with SMEs less likely to be a member (see also Schroeder and 

Silvia, 2005). The fact that so many (old and new) small and medium-sized firms have 
decided to stay away from the collective interest organizations highlights a profound 
dissatisfaction of these employers with the services provided by the employers’ 
organization, of which the most important is the collective agreement. The next section 
                                                 
208 Still, the propensity of small firms to leave the association as a proportion of their membership share is 
greater than that of large firms. 
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deals with the sources of their dissatisfaction, or in other words, with the causes of the 
decline in collective bargaining coverage. 

 

2.  Why has the German Metal Employers’ Associations Density Declined? 

 
This section provides a critical reassessment of the existing explanations for the 

declining density of German employers’ associations. It focuses primarily on the dominant 
account elaborated in a series of papers by Kathleen Thelen (1999; 2000; 2003) -- what I 
henceforth call the conventional wisdom because of the great sophistication of the 
argument presented, and the undeniable authority such argument has acquired in the field 
of comparative politics. I also make reference to a recent paper by Schroeder and Silvia 
(2005) that provides a first serious challenge to Thelen’s argument. My alternative account 
both builds upon and significantly departs from these existing explanations, not only by 
incorporating and revising the existing claims and evidence, but also by suggesting new 
evidence and argument that contradicts some of the earlier findings. The conventional 
wisdom can be best understood as a set of claims that altogether form a causal chain. The 
first link of this chain, as I see it, is the claim that ‘globalization in some ways empowers 
unions by rendering employers extremely vulnerable to industrial unrest’ (Thelen and van 
Wijnbergen, 2003: 859). I discuss and assess this proposition in the next two sub-sections. 
First, how (if at all) does globalization increase firms’ vulnerability to industrial action? 

And second, to what extent has IG Metall taken advantage from this situation by endorsing 
more aggressive collective bargaining, especially with respect to wage bargaining -- the 
other, related proposition by Thelen and van Wijnbergen? Subsequent sub-sections discuss 
the other steps in the causal chain. 

 

2.1.  A Paradox of Globalization: Employers’ Increased Vulnerability to Industrial Conflict 

Thelen’s starting point is to argue that the literature’s focus on trade and especially 
FDI globalization (‘intensified competition in international markets’ and ‘increased capital 
mobility’) has obscured aspects of globalization that have consequences for industrial 
relations other than those often predicated (emphasis added; Thelen and van Wijnbergen, 
2003: 860). The missing face of globalization is what I shall call the ‘production regime’ 
argument (see also Thelen and Kume, 1999: 478, 487). According to Thelen, the 
heightened employers’ vulnerability to industrial strife has its source in the rise of a new 
production regime characterized by ‘recent innovations such as just-in-time production and 
total quality control’ (Thelen, 2000: 157). These changes in work and production strategies 

bring about changing relations between firms in the market, often depicted as the advent of 
a tightly coupled production network economy. End producers – that is, the large firms that 
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assemble manufactured goods – usually restrict their in-house production to core or 
strategic items, while outsourcing inputs to suppliers. Success in such markets depends 
increasingly on the firms’ ability to deliver at high quality and on a just-in-time basis – that 
is, such firms compete increasingly on the basis of their reliability. In such market 
configuration, firms fear industrial action because it can yield permanent loss of customers 
or market share. Thus, employers’ increased vulnerability to strikes emanates from the fact 
that they cannot afford production interruptions due to the risks of losing entire markets.209 
To avoid these potentially very costly production interruptions, then, employers 

increasingly depend on the cooperative relations they have developed with labor at the 
plant-level. But a high degree of predictability is also required in the relations among firms 
in the market, which is why employers have also witnessed renewed interest in central 
agreements that impose a uniform timetable for negotiations across companies and secure a 

‘peace obligation’ among the signatories (Thelen, 2000: 157; Thelen and Kume, 1999). For 
example, end producers have become embedded in a dense network of supplying firms, 
increasing their dependence on arm’s length market transactions, and thus on labor peace 
at supplying firms. My own analysis corroborates Thelen’s finding about how changing 
production relations have increased employers’ vulnerability to industrial action. As 
Martin Kannegiesser, the head of negotiations for the metal employers in NRW (currently 
Gesamtmetall president), put it: ‘The firms in the metal industry have become by far more 

vulnerable to production disruption than was the case ten to fifteen years ago due to the 
network of suppliers in which they are embedded’ (emphasis added; Westfalenpost, 1999). 

It is important to stress that Thelen’s argument focuses on that other face of 
globalization which is changing production relations in the market. The essence of that 
argument is about international organizational learning, or the borrowing of best practices 
from abroad. Indeed, starting in the late 1980s German companies in the metal industry 
began to introduce new methods of production such as just-in-time parts delivery and lean 

production. This response by German firms has by and large been spurred by intensifying 
international competition in product markets. In this sense, it can be argued that the 
vulnerability argument indirectly links up to greater trade and FDI globalization, and 
Thelen tells the story of such indirect effects (Thelen and Kume, 1999: 487). But the 
export-orientation of German metal firms has also increased their vulnerability to 
production disruptions, and this direct link involving economic globalization is not made 
explicit in Thelen’s account and, in any event, it lacks the authority of a fully-fledged 

argument supported by sound empirical evidence. The fear of losing orders and customers 
related to strikes can well play out among firms competing in the domestic market, 
especially when region-wide instead of industry-wide or national industrial conflicts erupt, 

                                                 
209 According to Thelen (2000; 157), the greater vulnerability to strikes also concerns smaller firms involved 
in tightly coupled production networks as suppliers to large firms. 
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as has been the case in the 1995 strike in Bavaria.210 If anything, Thelen relegates the only 
two more or less explicit references to the possibilities of cross-national ramifications to 
either a footnote or parentheses.211 But clearly there is a strong case to be made that 
internationally active firms are more vulnerable to production stoppages. As 
Gesamtmetall’s managing director (until 1995) Dieter Kirchner put it: 

 
In the era of globalization there is no longer a closed economic space. By 
each production disruption through an industrial dispute the foreign 

competition instantaneously occupies the market. For this reason, employers 
are no longer in the situation to risk any kind of industrial conflict, the 
parity has been lost (emphasis added; quoted in Handelsblatt, 1999). 
 

My interview with Gesamtmetall representatives vindicates the view that the 
importance of the peace obligation associated with industry-wide bargaining, and hence the 
accompanying predictability that it ensures, has recently increased as a result of the rise of 
a dense inter-firm network and deepening economic globalization (Interview with Werner 
Riek and Martin Leutz, responsible for press and public relations at Gesamtmetall, Nov. 
12, 2003). My interviewees further suggest that the multiplication of firm agreements 
(Haustarifvertrag) would not provide an adequate substitute for a collapsing central 
agreement because of the greater risks of industrial action involved in all-around-the-year 
negotiations. The sole viable alternative would consist in setting-up a collective agreement 
encompassing all suppliers and end producers in a given value-added chain -- a solution 
that would apply particularly to the automobile industry (Interview with W. Riek and M. 
Leutz, Nov. 12, 2003). 

In any event, increased employer vulnerability to industrial disputes has been a 
rather ironic outcome in the light of the legal amendment made to § 116 AFG 

(Arbeitsförderungsgesetz, or Work Promotion Act) that aimed at re-establishing the parity 
in the aftermath of the big union victory of 1984 (Silvia, 1988). Under pressure from 
employers, the conservative government coalition revised § 116 in March 1986, rendering 
it harder for unions to strike. The major change has been the curtailing of unemployment 
benefits for workers affected by a strike over a nationwide issue that find themselves in a 
different bargaining region than where the strike is taking place (i.e. the pilot district). 

                                                 
210 Take the example of BMW which opposed the lockout because it would have played out to the advantage 
of competitor Daimler Benz in the Baden-Württemberg region which was unaffected by the strike (Thelen, 
2000: 151). 
211 ‘And companies that are subsidiaries or suppliers to foreign firms “are the first to call”’ (Thelen, 2000: fn. 
56), that is they are the first to call the employers’ association to figure out whether their establishment will 
be drawn into the strike. And, ‘Firms that are part of sprawling (often cross-national) production networks 
and producing on a just-in-time basis correctly fear that disruptions in production could result in the loss of 
whole markets. As one employer put it, “You return to find your market occupied”’ (emphasis added; Thelen 
and van Wijnbergen, 2003: 863). 
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Consequently, IG Metall was forced to rethink its strike tactic, trying to avoid as much as 
possible ‘cold’ lockouts.212 To be sure, the early expectation was that the reform of strike 
legislation would strengthen employers vis-à-vis the union. As one commentator put it: 

 
If IG Metall strikes in the future, employers would most likely respond with 
lockouts and implement their own version of the mini-max strategy, 
maximizing the number of unemployed, indirectly affected workers. If these 
workers received no money, the pressure they could apply on the union to 

settle would be great. If they did receive money, it would drain the union’s 
strike fund in a few weeks’ time. This would only encourage employers to 
hold out during a strike until the union collapses (Silvia, 1988: 169). 
 

This expectation did not materialize, and in fact the 1995 bargaining round sealed 
the power asymmetry in the union’s favor (Thelen, 2000). That year employers went into 
the offensive by demanding a revision of the 35 hours (supposed to come into force by 
October 1995) and by seeking to establish a pattern out of the low wage settlement of the 
previous year. But IG Metall did not let it happen. After a twelve-day strike in Bavaria 
involving 32 firms and 21.895 workers, it obtained wage increases of 3.4 and 3.6 percent 
in 1995 and 1996, respectively, and could claim victory in the work time conflict (WSI, 
1995). The settlement infuriated many individual employers, some of whom started a wave 
of protest against both Gesamtmetall and the Bavarian employers’ association VBM 
(Verband der Bayerischen Metall- und Elektro-Industrie e.V.), a crisis that could only be 
defused by the replacement of Dieter Kirchner by Dr. Werner Stumpfe as head of 
Gesamtmetall. The Handelsblatt columnist Hans Mundorf has perfectly grasped the 
meaning of this moment: 

 

In 1995 the balance of forces between the social partners went lost, and it is 
the employers who lost the parity in the new bargaining constellation. In the 
1995 round, the unions, starting in the Bavarian metal industry, have proven 
that they determine the bargaining, that they are the real masters of the 
industrial disputes, despite the alleged restrictions to the § 116 
(Handelsblatt, 1995b). 
 

                                                 
212 ‘Hot’ lockouts occur when employers lock out workers only within the bargaining region where workers 
strike. ‘Cold’ lockouts refer to the (temporary) lay offs pronounced outside the struck region as a result of 
employers suffering parts shortages. Under the old legislation, workers affected by ‘cold’ lockouts could 
obtain unemployment money, which is no longer the case. In response, the union has developed the so-called 
‘mini-max’ strategy�striking intermittently in a large number of firms in an attempt to shield workers in 
other bargaining regions from long distance effects. 
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Another article has suggested that ‘the lack of combativeness of the Bavarian metal 
employers’ was an important factor in the defeat (Handelsblatt, June 28, 1995, quoted in 
Schroeder, 1995: 54). It can be argued that the lack of solidarity in the employers’ camp 
cannot be adequately understood in terms of ‘motivation’ or ‘combativeness’; indeed, 
protracted participation in a strike might simply be too costly or involve too great of an 
economic risk for many firms. And even today, there is a widespread belief among 
employers that IG Metall has the final word in industrial disputes. As a member of the 
VBM managing board put it, ‘IG Metall has the power to destroy everything’ (Interview 

with Georg Feldmeier, member of managing board of VBM, Munich/Bavaria, May 15, 
2003). Similarly, Gesamtmetall representatives think that the balance between IG Metall 
and employers has been lost (Interview with W. Riek and M. Leutz, Nov. 12, 2003). 

But beyond the 1995 case-study and interview material, there is strong evidence 

that the means at hand to win an industrial conflict have grown more unequal over time. 
While the union can make use of the strike lever at will to inflict economic damage, 
employers have been compelled to disarm in order to minimize losses in reputation and 
market share. In other words, the lockout has fallen in disuse. Schroeder and Silvia (2005: 
13-4) have provided the relevant data and the conventional explanation -- in a network 
economy and in a context where success in international markets depends increasingly on 
quality, German firms have come to value cooperative relations with their employees much 
more, increasingly resisting demands by employers’ associations to lock out workers. Data 
is staggering: while German employers locked out 308, 679 and 172 thousand workers, 
respectively, during the 1960s, 1970s, and 1980s, they only locked out 275 workers during 
the entire decade of the 1990s, despite the fact that the number of strikers for that decade 
reached an all-time high of over 2.1 million. And days lost due to lockouts as a percentage 
of total days lost (strikes and lockouts) declined from 53.4 to 44.3, down to 0.1 percent 
over the last three decades of the twentieth century (see Schroeder and Silvia, 2005: Tab. 

3).213 How has IG Metall responded? 
 

2.2.  IG Metall’s Response: More Aggressive (Wage) Bargaining? 

An increased dependence of one actor on the behavior of another provides the 
condition for a shift in power relations. The developments just-mentioned did reshuffle the 

power relationship between the social partners to the detriment of Gesamtmetall. Has 
globalization indirectly empowered the union by increasing the vulnerability of employers 
to strikes? Put differently, has IG Metall taken advantage of this situation by endorsing 
more aggressive collective bargaining? 

                                                 
213 The decline in locked out employees, which began in 1980s, preceded the advent of the network economy 
(late 1980s). This suggests that employers’ vulnerability to strikes in the 1980s was due mainly to their 
export-orientation rather than their embeddedness in tight producer-supplier networks. 
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Thelen and van Wijnbergen (2003) have provided just such an argument. Based on 
qualitative analysis of a series of collective bargaining rounds in the metal industry in the 
second half of the 1990s, these authors have remained puzzled by the ability of the union 
to conclude wage deals that represent big union victories. They move on to develop a 
formal model of collective bargaining under increased globalization. Building on Thelen’s 
earlier work, the premise is that core firms embedded in tightly coupled production 
networks and thus vulnerable to production interruptions prefer to conclude more 
expensive agreements than face industrial action at their plants. Knowing that employers 

are less likely to lockout and that their bluffing potential has eroded, the union will come 
under increased pressure from members to settle for higher wage increases. But other firms 
that fall under the more conventional term of global competition prefer moderate 
settlements to labor peace, and hence defections from employers’ associations increase 

with each high settlement. Round after round the likelihood that the employers’ association 
accepts higher wages increases as defections from firms with a preference for low 
settlements increases, resulting in an ever greater share of core firms that can tolerate high 
settlements in the membership of employers’ association. 

Relying on the readily available data on wage developments prepared for the 
previous chapter, it is possible to test the validity of this claim beyond the anecdotal 
evidence referring to just a few bargaining rounds. An examination of wage settlement 
trends suggests that there is little evidence for Thelen and van Wijnbergen’s claim.214 First, 
average annual real wage growth has continued to grow in each successive decade since 
the 1970s, but at a much slower pace (one percent in the 1980s and 1990s, compared to 2.3 
percent in the 1970s; see Table 4.1). Second, the pattern is very similar when viewed from 
a smaller time-span: while the five-year average real wage increase during the 1970s and 
1980s was equal to or above 1.6 percent, it decelerated to less than 1.5 over the period 
1990-2005. This is the case by discounting the 1981-1985 period, however, which stands 

out as an exception, but it can easily be explained by the economic recession and the 
landmark 1984 agreement on working time reduction (see Chapter Four). Finally, even 
though it is true that real wage increases rebound slightly in the period 1996-2000 (Table 
4.1), this can be attributed to a large extent to the two high settlements of the 1995 and 
1999 bargaining rounds -- precisely those cases identified by Thelen and van Wijnbergen 
(2003: 862). In short, while IG Metall has been able on the one or other recent wage 
rounds to extract considerable rent from firms (e.g., 1995, 1999 and 2002), considered 

from a historical perspective this certainly does not constitute a general pattern. 
Developments in unit labor costs show this with even greater glitter. I have argued 

at length in the previous chapter that wage settlements and real hourly wages (or unit labor 

                                                 
214 Schroeder and Silvia (2005) have undertaken a similar exercise and have reached the same conclusion. 
However, they have presented the wrong data, focusing on trends in real hourly income instead of wage 
increases, which invalidated their falsification of Thelen and van Wijnbergen’s claim. More on this below. 
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for that matter) are like apples and oranges. But unit labor costs remains a good indicator 
of cost pressures as it takes into account developments in personnel costs and productivity. 
It is on the basis of data on real hourly income and real hourly productivity (analyzed 
separately) that Schroeder and Silvia (2005) disconfirm the Thelen and van Wijnbergen 
claim by showing that compensation increases have become increasingly smaller over the 
decades. My own data on unit labor costs confirms this finding. Average annual unit labor 
costs growth in both the German economy as a whole and in the metal industry has 
decelerated in each successive decade since the 1970s. The average rate of increase of unit 

labor costs in metalworking equaled 5.9 percent in the 1970s, dropped to 1.6 percent in the 
1980s and -0.7 percent in the 1990s (and amounted to -0.4 percent for the 2001-2004 
period). Data for the German economy as a whole are not shown, but they show a similar 
pattern, the main difference being that the rate of increase in the 1990s and in 2001-2004 

remains slightly positive. 
So far I have looked at longitudinal data on various measures of compensation to 

test the Thelen and Wijnbergen claim. But it cannot be excluded that the deceleration in 
cost pressures in competing countries has been even faster than in German metalworking, 
which would still point to relatively expensive wage outcomes in Germany. Figure 5.2 
shows the change in average gross hourly wage in metal in the 1980s and 1990s for 
selected European countries (measured as the difference between the first and the last year 
of the decade, based on annual averages). It shows that the wage cost developments in the 
German metal industry have exceeded the EU-average215 in both the 1980s and 1990s, and 
in the later decade they have been among the fastest growing, only to be preceded by the 
UK and Denmark. According to this evidence, IG Metall may have resisted better then 
elsewhere employers’ pressure to reduce wage costs. 

There is still a possibility that globalization has somewhat empowered the union by 
rendering employers more vulnerable to industrial stoppages, but it may not be in the 

manner in which Thelen and van Wijnbergen have expected it (i.e., with respect to wage 
bargaining). The evidence rather suggests that the increased cost of industrial action has 
helped IG Metall to uphold its vision of collective bargaining and successfully maintain the 
upper hand against employers’ offensives aimed at challenging this status-quo. 

Employers’ troubles all really started in the early 1990s when, as a result of heavy 
losses in international competitiveness and the recession of 1992-1993, an increasing 
number of metal employers begun to voice concerns about the existing bargaining 

institution. Their major critiques were that central agreements were overregulated, 
inflexible, and that they did not allow for de-centralized solutions tailored to the economic 
realities of individual companies. Additionally, and increasingly so since 1994, employers’ 
view has been that collective bargaining has to be subordinated to the imperatives of 

                                                 
215 Average for the countries considered in Figure 5.2, for which data is available. 
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international competitiveness. This paradigmatic change can be illustrated with respect to 
wages: once considered a source of domestic demand, they have increasingly been seen as 
a cost of production (see Chapter Four, especially the discussion of the 1994 bargaining 
round). Thus, while employers have been watching their costs with much greater scrutiny, 
tempted by greater de-centralization, they have also been afraid to throw out the baby with 
the water of the bath, haunted to lose the traditional advantages associated with 
centralization (e.g., wages for high-skilled workers taken out of competition, labor peace). 
The main endeavor of employer in recent years has been nicely summarized by head of 

Gesamtmetall W. Stumpfe in a speech made in March 1996: ‘My conclusion is: before we 
proceed with the burial of the industry-wide bargaining institution, we have first to try to 
redesign it in a way that it fits the era of global markets’ (Stumpfe, 1996: 9). 

During the 1990s, thus, employers have formulated several demands, including 

lower wage increments, cuts in yearly bonuses (in 1994, 1996), flexibilization of pay by 
introducing profit-sharing schemes (1999), and perhaps most importantly, greater work 
time flexibility by way of a ‘working time corridor’ that would enable plant-level social 
partners to decide on hours within a corridor of between 30 and 40 hours per week (1990, 
1994, 1995, 2004). These attempts have largely failed, not least because of IG Metall 
opposition.216 And when the peak employer association in the machine tools branch 
VDMA (Verband des deutschen Maschinen- und Anlagenbaus) called for the 
fragmentation of collective bargaining in the metal industry in 1995 (as it had done in 
1977), Gesamtmetall and IG Metall could prevent it from happening (Schroeder, 1995). In 
short, employers have failed dramatically in their attempts to reform the central agreement. 

 

2.3.  Globalization and the Cleavage between SMEs and Large Firms 

Thus far, I have documented the increased employer vulnerability to industrial 
action and the non-accommodating union policy. Overall, the declining collective 
bargaining coverage has to be understood against the background of deep employer 
dissatisfaction with the Tarifpolitik. Specifically, a cleavage between SMEs and large firms 
within the employers’ organization has developed in recent years (Thelen, 2000; Völkl, 
1998). With respect to the metal industry, Thelen (2000) has persuasively shown employer 
ambivalence regarding existing bargaining arrangements, emphasizing conflict that cuts 

through the employers’ organization Gesamtmetall, with SMEs and the large firms being 
the major critics and beneficiaries of centralization, respectively. In her account, two to 
three reasons are commonly put forward to explain the emergence of such cleavage. First, 

                                                 
216 In the case of looming bankruptcies, the union has negotiated flexibility authorizations (Erklärung zum 
Tarifvertrag), which allow deviation from the collective agreement to save jobs (Behrens and Jacoby, 2004: 
111). IG Metall not only maintains a veto right, but also insists on sitting at the negotiation table, which 
severely restricts the conditions under which a company can qualify for special solutions (e.g., firms have to 
open books). 



 153 

compared to large firms, SMEs have been less able to benefit from the advantages opened 
up by the 1984 compromise exchanging working time reduction for plant-level flexibility 
in work time implementation, mostly because they have often lacked personnel department 
to administer the complicated working time schemes (Thelen, 1991: 167; Thelen and 
Kume, 1999: 480; Thelen, 2000: 143). Research on the introduction of flexible working-
time schemes has shown that a majority of SMEs has maintained a standardized workweek 
while the great bulk of the large firms (80 percent) have not (Hermann et al., 1999). 
Accordingly, SMEs have been less able to compensate the high wage settlements by 

substantial productivity increases, hence their crusade against their organizations’ high 
wage/cost policies (Völkl, 1998: 172). 

Second, large firms retain membership in associations because they continue to 
benefit what is of principal interest to them, namely labor peace and industry-wide 

contracts that preclude unions from extracting a wage premium from individual firms 
(Thelen, 2000; Hassel and Rehder, 2001; Schroeder and Silvia, 2005: 2). This is because in 
Germany (and in the metal industry, for that matter) union organization is 
disproportionately concentrated in large firms (Thelen and van Wijnbergen, 2003: 876-7), 
such that these firms fear plan-level bargaining over wages most as the unions could 
extract additional rent. 

Third, in what I consider to be a significant addition from previous accounts 
(Thelen and Kume, 1999; Thelen, 2000), Thelen acknowledges that there are also firms 
that suffer the more conventionally understood effects of increased competitive pressures 
(Thelen and van Wijnbergen, 2003: 864). These are the companies in which labor costs are 
a major production factor. I would add that such companies often lack economies of scale, 
and hence these companies tend to be the smaller firms. 

Such accounts, however, overlook how economic globalization disproportionately 
empowers large firms, thereby deepening the coordination problems within employers’ 

associations over the appropriate response to union demands. Indeed, firms’ ability to 
harness the forces of economic globalization varies with firm size. The main claim is that 
compared to large firms, SMEs have been less able to alleviate costs by relocating abroad 
the labor-intensive segment of production. These firms’ unequal ability to exercise the exit 
option has nurtured their greater sensitivity to costs, which has in turn helped exacerbate 
conflict among employers’ ranks. Some authors (Schroeder, 1995: 47; Thelen and van 
Wijnbergen, 2003217) have hinted to the possibility that large firms’ production relocations 

may have rendered the less-mobile SMEs more cost-sensitive, but to the best of my 
knowledge no one has tried to substantiate such claim empirically. 

Based on survey and case-study evidence, I show that the large firms’ lead in terms 
of production relocation has remained intact throughout the 1990s, pointing to an enduring 

                                                 
217 Thelen and van Wijnbergen relegate this point to a footnote (fn. 11). 
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gap as far as the ability to relieve costs is concerned. Since the early 1990s, the German 
chamber of industry and commerce (Deutsche Industrie- und Handelskammertag DIHK, 
previously Deutscher Industrie- und Handelstag, DIHT) conducts at intervals of 
approximately three years a large scale survey-based study on the pattern of behavior of 
firms with respect to actual and intended production relocation (Produktions-verlagerung). 
Let us cite one important result from the first wave of the survey carried out at the height 
of the Standortdebatte in fall 1993: 

 

When large firms go abroad, German suppliers have to follow suit. This is 
what explains that small and medium-sized (mittelständische) companies 
are increasingly planning production relocation. The share of those willing 
to relocate production is higher among the large firms than among the small 

firms in the capital goods sector and in the economy as a whole, but the 
increase in the intention to do so is particularly important among the 
Mittelstand (emphasis added; DIHT, 1993: 5). 
 

Moreover, given that costs were the single most important motive for relocation and that 
the Eastern and Central European countries were the single most important destination of 
intended FDI (DIHT, 1993: 2-3), it follows that large firms would be disproportionately 
engaged in vertical FDI218 (allowing cost reduction) should the announced FDI effectively 
be carried out. This is to a large extent what has happened: while 30 percent of all 
employers in manufacturing were planning production relocation over the 1993-1996 
period in 1993, 25 percent of all employers in the manufacturing sector did in fact 
implement the foreign investment (DIHK, 2003: 5). To take one more example, at the 
chamber of industry and commerce in Chemnitz, ‘always more SMEs understand this 
possibility [production relocation of labor intensive manufacturing to Eastern Europe] as 

strategic option and competitive advantage’ (DIHT, 1993: 9). In other words, by 1993, 
while SMEs stood at the very beginning of a process, often limited to the weighting of the 
pros and cons of foreign engagement, large firms were already actively involved in 
production relocation. 

Siemens provides a good example of a large company whose management has been 
extremely quick to react to political and economic change in Eastern Europe. Business 
opportunities were identified early on, as can be seen by the addition of a separate section 

on business activities in Eastern Europe in the 1990 annual report with the mention ‘good 
prospects in Eastern Europe’ (Siemens, 1990). Siemens’ strategy in that region followed 
two motives: access to new markets and taking advantage of location advantages, the most 
important being low labor costs (Mirow, 1996). During the first half of the 1990s many 
                                                 
218 Vertical FDI (as opposed to horizontal FDI): integration of production across borders that makes use of 
local comparative advantages (e.g., cheap labor costs). 
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joint venture projects were created and production capacities were expanded largely by 
means of production relocations from Germany. By 1993 Siemens began manufacturing 
labor-intensive items such as cable components (part of the automotive systems division), 
time relays, switches and sensors (automation division) in Stribro and Trutnov (both in the 
Czech Republic), respectively, and between 1993 and 2000 these two sites grew massively 
as a result of product relocations from Siemens plants in Amberg, Regensburg and Berlin 
(Bluhm and Dörrenbächer, 2003). In April 1995 Siemens employed a total of 22,000 
workers in Eastern Europe,219 including 3,200 in Poland, 4,100 in Hungary, and 8,200 in 

Czech Republic (Sander, 1995), a figure that was down to19,000 by 2001 (Bluhm and 
Dörrenbächer, 2003). And from 1995 onwards Siemens established an inter- and 
intraregional division of labor whereby the Czech Republic became the most important 
export platform in the region (in fiscal year 2000-2001, exports accounted for 42 percent of 

total sales, or �454mio) (Bluhm and Dörrenbächer, 2003). Similar internationalization 
strategies towards Central and Eastern Europe could be told about other leading large firms 
(e.g. VW, Audi, Bosch). 

It should be stressed that few companies go abroad just to avoid the expensive 
German production location: production relocations are much more often part and parcel of 
long-term internationalization strategies (DIHT, 1993: 2). In other words, firms do enhance 
competitiveness by way of relocating production abroad, but this is generally part of a 
broader globalization strategy aimed at reaping the benefits of strong growth in the 
dynamic foreign markets, and firms following such internationalization paths are 
predominantly large firms. 

The 2003-2004 debate on international outsourcing took place against the 
background of the Eastern EU-enlargement and the fear of increased competition. Surveys 
about actual or planned FDI/production relocation conducted during this period provide 
compelling evidence for the proposed claim. First, a survey among German top-managers 

(all industries) has shown that large firms (große und mittelgroße Firmen) have 
disproportionately invested in Eastern Europe: 43 percent of all firms with between 500 
and 5,000 employees have carried out such investment while 66 percent of all firms with 
5,000 workers or more have done so (Handelsblatt, 2004f).220 Second, as far as intended 
production relocation is concerned, the 2003 DIHK survey, based on a representative 
sample of 10,000 firms (of which 7,027 industrial firms), has found a relationship between 
firm size and relocation intention: sixteen percent of firms with between 1-19 employees, 

                                                 
219 Here Eastern Europe is defined as Hungary, Czech Republic, Poland, Slovakia, Slovenia, the Baltic 
Republics, Bulgaria, Romania and Albania. 
220 A joint study of KfW Bankengruppe and IKB Deutsche Industriebank AG (published in April 2004), 
based on a sample of 234 firms belonging mostly to the manufacturing sector, has come to the conclusion 
that there is a relationship between firm size and FDI: while 29 percent of all small firms (sales below 
�75mio) invested abroad in the 3 years prior to the survey, 82 percent of all large firms (sales > �500mio) did 
so (KfW, 2004: 12-3). 
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20 percent of firms with between 20-1999, 28 percent of firms with between 200-999 and 
34 percent of firms with 1,000 employees or more were planning production relocation 
(DIHK, 2003: 3). Third, according to another 2004 study, 46 percent out of 980 companies 
surveyed were planning production relocation in the subsequent three years (Handelsblatt, 
2004g). Interestingly, the share of small firms (with sales below �110mio) with the 
intention to do so increased from 6 to 18 percent between 2001 and 2004. And experts 
believe that the Mittelstand will find it easier to get involved in foreign production in the 
aftermath of the eastern EU-enlargement, a prediction made for the economy as a whole 

and machine tools in particular (Handelsblatt, 2003j; 2004g,i). The reasons for this lie in 
the fact that enlargement speeds up standardization (EU law harmonization) and reduces 
transaction costs such as customs-related red tape. In any event, taken together these trends 
clearly indicate that SMEs still lag behind large firms in terms of FDI and/or production 

relocation. And despite an already significant lead, large firms are still most likely to 
relocate abroad elements of production (e.g., the 2003 DIHK survey). 

Furthermore, I suggest that international trade, not only FDI economic 
globalization, has intensified the SMEs-large firm cleavage. It is usually recognized that 
large firms as a group are disproportionately engaged in international markets via exports, 
or that their individual level of export-dependency is higher that that of SMEs (KfW, 2004: 
8; DIHK, 2004). In recent years, the German conjuncture has often been pulled by an 
extraordinary export performance while domestic consumption and investment have 
notoriously lagged behind. Consequently, large firms and their mittelständische suppliers 
have been able to reap the benefits of sustained growth in export markets to a much larger 
extent than their SMEs counterparts (DIHK, 2004: 1). Conversely, large firms have 
suffered much less from domestic slacks (DIHK, 2004: 5), precisely because of their 
ability to diversify market targets beyond the vagaries of the domestic business cycle. And 
related, due to smaller ‘foreign market-portfolio’ (i.e., SMEs tend to be engaged in fewer 

foreign markets than large firms), SMEs are less able to mitigate growth fluctuations in 
export markets with their business activities (DIHK, 2004: 5). In short, economic openness 
benefits disproportionately those large firms engaged in international trade, which is one 
additional contributing factor to the growing schism between large and small companies 
within employers’ associations. 

More recently, three additional explanations for the decline in employers’ 
association density by way of decreased likelihood of SMEs to be members have been 

suggested, of which only one is rooted in globalization. First, and most importantly, 
Behrens and Jacoby have emphasized that ‘small and medium-sized suppliers of 
automobile parts suffered tremendously from cost-cutting measures by large car producers, 
who shifted the burden of competitive pressures down the supplier chain’ (2004: 110). 

According to Schroeder and Silvia (2005: 11), this divisive pressure of greater global 
competition on the end manufacturer – supplier relationship is ‘the main explanation for 
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the overall decline of membership in German employers associations and the 
disproportionately large drop in SME density’. In short, facing greater competition in 
international markets, end manufacturers stepped up quality and price pressures on their 
parts suppliers, which occurred in two waves in the automobile industry (early 1990s and 
around 2003-2004) but spread quickly throughout the entire manufacturing sector. Note 
that such explanation contradicts that of Thelen and van Wijnbergen, who claim that 
supplier firms that are part of production networks should have good reasons to stay 
members of employers associations (203: 875). The two other explanations emphasize the 

change in firm size -- the tendency of firms to be smaller, and smaller firms are less likely 
to join employers’ associations -- and the poor provision of employer-association services 
to SMEs (Schroeder and Silvia, 2005: 11-2). 

 

3.  Employers’ Associations Response 

 
Declining membership, loss of one of the most powerful weapons at their disposal 

(i.e., the lockout), the terrain for employers’ associations has shifted rapidly to become 
increasingly uneasy. Have employers’ associations devised strategies to overcome their 
decreasing relevance as labor market actors? And if so, have such efforts been successful? 

 

3.1.  Employers Organizations: Towards a Dual Associational Structure 

The crisis that shook the employers’ side in the aftermath of the 1995 defeat was 
such that it could not simply be overcome by a change of leadership. The setback 
demanded a thorough organizational introspection that would include reflection over the 
causes and mechanisms of failure. Gesamtmetall stressed that reforming the central 
contract was more necessary than ever to stabilize the institution of the 
Flächentarifvertrag, and to ensure the legitimacy of employers’ organizations towards 
member firms. Illustrating the sense of urgency that characterized this period, 
Gesamtmetall head D. Kirchner threatened with self-dismantlement in case IG Metall 
refused to cooperate: ‘Under no circumstances can we again sign up for such rigid 
solutions as this year. We rather dissolve the organizations than becoming accomplice of 
the dismantlement of our production location’ (quoted in WSI, 1995). 

Beyond such inflammatory rhetoric, a broad discussion unfolded under the heading 
Tarifpolitik der Zukunft, addressing questions as fundamental as employers’ conception of 
industry-wide bargaining, the growing imbalance between the social partners, and the 
political and organizational lessons to be drawn from past events. The focal point centered 

on how to re-establish parity between employer and union. How could greater solidarity be 
achieved among employers? What political or organizational adjustments could help 
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overcome divisions during bargaining rounds and thus strengthen the employers’ front? 
And more generally what are the perspectives and the options available for establishing a 
new relationship with the union based on cooperation instead of confrontation? 

In doubt about the union’s willingness to engage the necessary reforms (see also 
below), employers came up with the idea of actively developing the dual associational 
structure (i.e., binding and non-binding associations). The so-called OT (Ohne 

Tarifbindung) organizations gather those firms that choose not to be bound by a collective 
agreement but show an interest in looser membership to benefit from a number of services 

provided by employers’ organization, such as legal assistance, political lobbying, support 
in business administration, human resource management, introduction of technology, and 
support in the field of further and vocational training. The novelty here resided in 
Gesamtmetall’s explicit attempt to restructure the membership rules of the district 

employers’ organizations in a strategic move aimed at strengthening employers’ collective 
action effort, and increasing pressure on IG Metall. I have found evidence for 
Gesamtmetall’s active endorsement of a strategy fostering the dual associational 
membership in a programmatic speech hold by head of Gesamtmetall W. Stumpfe 
discussing the challenge of globalization in the wake of the Bavarian defeat. It is worth 
quoting the paper at some length: 

 
I don’t want to hide that the enthusiasm to grab the stick [i.e. lockout] is not 
exactly boundless. Most companies find themselves in a comprehensive 
inter-industrial network. To keep delivery dates in such networks belongs to 
the central virtues. From there, a solidaristic lockout appears as a sin. … 
Firms are sensitive to the delivery risks associated with an open conflict – 
often more than to the opportunity to win something through solidaristic 
behavior.221 … . Our organizations have the mobilization problem on the 

agenda. I am certain that they will come to terms with this task, because 
nothing would be worse than to have to bow to extortion without resistance. 
I am open to unconventional propositions. One of them is the parting of the 
associational structure (Zweiteilung der Verbandsandschaft). This idea is 
based on the following reflections: 

− Firms that lack the strength to bear industrial conflicts and other 

obligations related to collective bargaining should quit the association and 
join the general employers’ association (Allgemeinen 
Arbeitgeberverbänden). Such organizations could also become of interest 

for firms that so far were outsiders. 

                                                 
221 Recall that suppliers risk losing orders to others based in bargaining districts not affected by a strike. 
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− Firms that decide to remain in the traditional employers’ association 

would be expected to display a high degree of solidarity. Despite smaller 
membership, such association could better cope with the extortion pressure 
exerted by IG Metall. 
This would without doubts be a radical method, which would also limit the 
scope of IG Metall’s power. The more the union would put on the 
thumbscrews on the association, the more companies would shift 
membership to the general employers’ association (Stumpfe, 1996: 15-8). 
 
To summarize the strategy, companies that cannot bear the weight of an industrial 

dispute are invited to shift their membership to an OT organization. On the other hand, a 
solidaristic behavior and a high degree of discipline are expected from firms maintaining 
traditional membership. Accordingly, the shrinking size of the employers’ front would be 
more than compensated by the greater determination of each member firm pertaining to 
that front, which would strengthen resistance to IG Metall demands and pressures. But the 
OT strategy also allows maintaining a permanent pressure on IG Metall, beyond instances 
of industrial conflicts. Indeed, employers signal that a unilateral use of union power might 
actually be detrimental to the union itself since it would push more firms to switch to OT 
membership, thereby further eroding industrial relations. In other words, the OT option 
gives employers’ associations more leverage in collective bargaining as the threat of 
defections becomes more credible. At the same time, OT membership serves two more 

objectives. On the one hand, it allows employers’ associations to keep in touch and 
therefore maintain a certain control on a much broader spectrum of firms (e.g., those that 
do not participate in traditional association, those seeking to opt-out, and those on their 
way to re-integration). On the other hand, it serves as a means to secure financial resources 

given that OT members pay dues, albeit somewhat lower than full members – OT members 
can benefit from a wide range of services provided by employers’ associations, but they 
are not entitled to the strike insurance (Schroeder, 1995: 56; Schroeder and Silvia, 2005: 
16). 

The emergence of dual associational membership should be put in historical 
perspective since it would be wrong to see it as a completely new phenomenon. Probably 
the oldest OT organization is the economic association of industrial companies Baden in 
Freiburg, founded in 1948, with approximately 800 member firms in the mid-1990s 
(Schroeder, 1995: 55). But the large-scale setting up of such organizations dates from the 
early 1990s. For instance, the OT organization Südwest in Baden-Würtenberg was founded 

in September 1993. Bavaria long lagged behind, but this changed in 2000 when all 
members of the traditional VBM association automatically became member of the newly 
created OT association BayME (Bayerischer Unternehmensverband Metall und Elektro 
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e.V.).222 In short, the dual associational structure has not been an invention of the 1990s. 
However, from the mid-1990s onwards Gesamtmetall has been willing to actively support 
the development of this internal institutional change, which has not remained without 
effects since declining membership in traditional associations has intensified after 1995 
(Figure 5.1). 

It appears that what may have begun as incremental experimentation by the metal 
employers’ associations developed into an active defense strategy in recent years in 
reaction to what employers have largely perceived as the continuation of a hard line on the 

part of IG Metall. For instance, Gesamtmetall’s 1998 proposal of a ‘new partnership’ with 
IG Metall premised on shared goals, such as the joint interest in the Flächentarifvertrag, 
qualification of workers, and more controversially the avoidance of strikes as mechanism 
of conflict resolution, since this inflicted too large a damage (Gesamtmetall, 1998). 

Unsurprisingly, however, IG Metall has not been willing to give up voluntarily the most 
powerful weapon in its arsenal. Also, the failure of the AJ under the first red-green 
government coalition has been prompted by IG Metall, which witnessed the AJ as a major 
infringement on its autonomy as a collective bargainer, alleging an effort to discipline and 
moderate its wage bargaining. And more generally, employers’ calls for greater flexibility 
in the central contract have largely remained unheard. As representatives from employers’ 
association put it with the benefit of hindsight: ‘There have been only two ways forward: 
either flexibilization of the central contract or flexibilization of membership’ (Interview 
with W. Riek and M. Leutz, Nov. 12, 2003). 

The passage to OT membership has recently been further facilitated by the 
introduction by a few associations of the so-called ‘quick notice’ (Schroeder and Silvia, 
2005: 15-6). German law stipulates that any company member of a traditional association 
when a new collective contract is concluded has to adhere to the new terms for the entire 
duration of the contract, and resignation from the association shortly after the conclusion of 

the new agreement cannot change this. The ‘quick notice’ has reduced the time necessary 
to resign from employers’ associations from several weeks to a few days, implying that 
‘nervous managers are able to let negotiations unfold considerably farther without fear of 
being locked into an expensive contract’ (Schroeder and Silvia, 2005: 16). In fact, firms 
can even resign in the time period between the conclusion of a pilot agreement in one of 
the bargaining district and the official ratification by employers’ associations in the 
different regional districts. Furthermore, and in line with the conjectures mentioned above, 

while Gesamtmetall was lukewarm to embark on the path of fostering dual associational 
structure among its regional affiliates,223 its endorsement of OT membership has been 

                                                 
222 While VBM membership has decreased from 700-800 in the late 1980s to 652 in 1995 and 471 in 2002, 
BayME organized about 1,000 firms by 2003 (Interview with G. Feldmeier, May 15, 2003; Gesamtmetall, 
Table 1.1). 
223 Schroeder and Silvia (2005: 17) suggest that this has been ‘primarily because it was not in a strong enough 
position to mete out effective discipline to stop it’. 
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made official in 2005. On the starting page of its website it currently reads, ‘Gesamtmetall: 
the Employers’ Association for the Metal and Electrical industry – Peak Association for 
Enterprises bound and unbound by collective bargaining (mit und ohne Tarifbindung)’ 
(Schroeder and Silvia, 2005: 17). 

 

3.2.  The 2003 Campaign for the East-West Equalization of Working Time224 

Employers’ OT response has been most striking during the 2003 campaign for the 
East-West equalization of conditions in the German metal industry. The aim of IG Metall’s 
campaign was to bring working time in the East German metal industry in line with the 
West German standard of 35 hours per week. Against all the odds, developments in the 
battlefield yielded the union’s first strike failure in fifty years, with IG Metall president 
conceding that his union had suffered a ‘historical defeat’ (IG Metall, 2003e). The failure 
of the four weeks long strike has not only been important for industrial relations in the 
East and in the West -- where it fuelled employers’ militancy, resulting in IG Metall 
conceding greater flexibilization in the central contract in the 2004 bargaining round. But it 
also raises big questions about the role of economic globalization in industrialized 
economies in general, and about Kathleen Thelen’s argument on how globalization 
empowers the union by rendering employers more vulnerable to industrial strife 
specifically. Wasn’t the 2003 conflict supposed to be simply another instance of union 
victory, given how employers embedded in dense production networks cannot afford 

interruptions in production out of fear of losing orders or the trust underlying plant-level 
productivity coalitions? To be sure, this confronts us with a major puzzle. 

This is clearly a puzzle that cannot be answered from within Thelen’s perspective. 
The 2003 bargaining round reveals a rather different face both to globalization and to 

interactions among employers. The key to understanding this development is to take into 
account the way in which heightened threatened and/or actual economic globalization not 
only cemented employers’ opposition but also forged a broad consensus within employers’ 
associations to implement an active OT strategy throughout the campaign, which has 
turned out to be instrumental in defeating IG Metall. To sum up, this case study relates to 
the broader relevance of the project in two ways. First, I argue that the union’s defeat and 
the accompanying loosening of the collective bargaining coverage in the East lie not only 

or mainly in domestic political development, but in forces underpinning economic 
globalization. And while the account is overall consistent with the ‘neoliberal offensive’ 
perspective, economic globalization has played out in unexpected manner, and in any event 
in much more subtle and hidden ways that what the conventional literature on globalization 

                                                 
224 I thank the Taylor & Francis group for allowing me to reproduce here large chunks of an earlier article. 
See Raess, D. (2006) ‘Globalization and why the ‘time is ripe’ for the transformation of German industrial 
relations’, Review of International Political Economy, 13(3): 449-79. 
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often suggests. Second, not only does the way in which employers relate to each other 
matter for industrial relations in general and centralized bargaining specifically, but also 
employers’ room for maneuver in terms of their ability to re-invent winning strategies to 
cope with the challenge of globalization is far greater than hitherto acknowledged. 

Thus, as a specific account of IG Metall defeat, much first-hand evidence points to 
the role of domestic politics. According to one version, employers’ vehement opposition to 
the 35 hours in the East mirrors domestic power politics, with West German employers 
seeking to prevent the full unification of the labor movement. Also, high unemployment in 

the eastern Bundesländer constitutes a severe obstacle to any union-sponsored collective 
action. According to yet another version, the union’s debacle has been an exercise of self 
defeat in the face of internal institutional and structural change. The institutional transfer 
engineered in 1990-1991 as the political response to reunification has overstretched the 

union’s organizational and financial resources wherein IG Metall never reached the 
acceptance and strength in the East it had enjoyed in the West. And de-industrialization, 
which cost 180,000 jobs in the eastern metal industry between 1992 and 1998, precipitated 
union decline.225 In short, power has gradually shifted away from the union to employers 
as a result of domestic processes. 

The present account, however, identifies four channels by which globalization 
made ‘the time ripe’226 for defeat of IG Metall’s ambitious initiative. First, the Eastern EU-
enlargement (May 2004)�an element of globalization�created a ‘now or never’ 
atmosphere that helped to spark the union’s initiative. Despite conflicting signs over the 
likelihood of success, the union felt compelled to launch its campaign because it feared 
that increased economic competition from low-wage countries following enlargement 
would doom any of its future attempts to equalize working hours. Second, employers’ 
vehement opposition to this initiative was very frequently cloaked in concerns about labor 
costs—arguably a genuine preoccupation on the part of these employers—emphasizing 

losses in international competitiveness and/or jobs to low-wage countries. Third, whether 
hollow or credible, employers built on these arguments by exercising massive exit threat, 
which in turn was instrumental in splitting plant-level workforces by inducing fears of job 
losses, and in shifting popular opinion to the view that the union’s irresponsible demands 
were the most threatening to Standort Deutschland. 

Last but not least, the association of Saxon metalworking employers (Verband der 
Sächsischen Metall- und Elektroindustrie e.V., VSME) in conjunction with the largest 

member firms openly questioned the industry-wide bargaining institution 
(Flächentarifvertrag) by encouraging single firms under union firepower to opt out of the 
collective system of interest representation, thus cementing the intransigence of employers 
remaining within the VSME and reducing the likeliness of a collective solution to the 
                                                 
225 Union membership fell from 92 to 53 percent between 1993 and 1998 (Schroeder, 2000: 216). 
226 ‘The time is ripe’ (for equalization) (Die Zeit ist reif) was IG Metall’s campaign slogan. 
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conflict. In stark contrast to earlier developments as depicted by Thelen, individual 
employers did not urge the peak employers’ association to reach a quick settlement out of 
fear of negative effects of a protracted strike on the cooperative plant-level relations, or of 
the disruption of supplier-producer relations. By endorsing the OT strategy, large firms 
have subordinated their core interest in labor peace to the objective of annihilating IG 
Metall’s initiative. But employers’ victory came at a cost: large car manufacturers are no 
longer fully shielded from disruptive, isolated wage strives at individual supplier firms—
presaging less harmonious industrial relations. Employers’ strategy here has clearly to be 

understood as a response to earlier globalization-induced greater vulnerability to industrial 
action in the context of a campaign dominated by the theme of globalization. And the 
strategic shift in the large firms’ preference is part and parcel of these employers’ long-
term attempt to recast German industrial relations in accordance with the ‘imperatives’ of 

global competition. 
Let us now get the full story of this landmark development in German industrial 

relations. I proceed in six sections. I begin by laying out how and in what ways economic 
globalization undermined IG Metall’s campaign (3.2.1. to 3.2.4). I then (3.2.5) sketch 
several domestic factors that may have influenced the outcome, while the last section 
(3.2.6.) considers the broader implications for German industrial relations. 

 

3.2.1.  Working Time Equalization: Why 2003? 

On June 28, 2003 IG Metall called off a four-week strike after final negotiations 
broke down without any agreement. IG Metall had demanded a three-hour reduction in the 
38-hour week without cuts in pay in the eastern metal industry to bring it in line with 
western standards. More than a decade after German unification, working hours remained 

the last significant difference in conditions between eastern and western metalworkers. On 
the employers’ side, the involved actors were Gesamtmetall, the employers’ association for 
Berlin-Brandenburg (Verband der Metall- und Elektroindustrie in Berlin und Brandenburg 

e.V., VME) and the VSME, as the geographical scope of the strike was limited to Berlin-
Brandenburg and Saxony. How had it come to such an overt conflict? 

Working time equalization has been on the agenda ever since the social partners 
decided to follow the path of institutional transfer and gradual alignment of conditions 

back in 1990-1991. Against the background of the collapse of the ailing eastern metal 
industry,227 however, it was far from obvious that the solution of institutional transfer 
would find favor in the eyes of all actors. In fact, alternative scenarios could have 
materialized, including the suspension of collective agreement legislation and the 

                                                 
227 Employment contracted from 1.5 million to 985,000 between 1988 and 1991, while productivity lagged 
behind western levels by more than half. In the late days of the German Democratic Republic, the nominal 
weekly working time was 43.75 hours (Schroeder, 2000: 274). 
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decentralization of regulation or the replacement of the Tarifautonomie by a state-led 
incomes policy (Schroeder, 2000: 361). But given the political conditions and expectations 
surrounding reunification, the parties concluded that a step-by-step equalization was the 
only viable pathway. Most importantly, what united union and employer was the fear that a 
low-wage regime in the East might erode product innovation in the West, thereby 
undermining the German quality-competitive production model (Streeck, 1997: 250-1). 
When a step-by-step equalization plan (Stufentarifvertrag) (including pay equalization as 
of April 1, 1994, thirty days of holiday as of January 1, 1996, and reduction of working 

time to 39 hours by April 1, 1994, and to 38 hours by October 1, 1996) was concluded for 
the metal industry in Mecklenburg-West Pomerania on March 1, 1991 (later extended to 
the other regions), it was unanimously celebrated as a ‘victory of reason’.228 

Developments toward equalization did not unfold smoothly, however. While the 

economic crisis deepened as a result of the 1992-1993 recession, employers became 
increasingly critical of the agreed equalization pace. The employers’ heyday came on 
February 18, 1993, when they announced the extraordinary termination of the collective 
agreement.229 Against the background of strikes in Saxony and Mecklenburg-West 
Pomerania, a revision accord was concluded on May 14, 1993, including the postponement 
of wage equalization by two years, and the introduction of a ‘hardship clause’ allowing for 
deviation from the collective agreement in case of hardship. 

Schroeder (2000: 327) described the years 1993-1999 as the period of ‘blocked 
equalization’. With the deepening of privatization, de-industrialization and rationalization, 
the balance of power shifted away from the union to employers. With the help of their 
associations, East German employers assertively tried to align the equalization process 
with their own interests, criticizing the pace of reform, which in their view was leading to 
institutional erosion. Meanwhile, the union questioned employer associations’ real 
commitment to sectoral bargaining. Heated exchanges and reciprocal blaming 

predominated (Schroeder, 2000: 341), bringing equalization to a stalemate. 
Prior to 2003, IG Metall had two opportunities to equalize hours, but each time it 

postponed a campaign. First, in summer 1998, views had once again polarized, with the 
union pursuing a course of forced equalization and employers opposing a decoupling 
strategy (from the West) both in terms of working time and wages. Given that workers in 
highly organized firms were not willing to risk a confrontation over work time (Schroeder, 
2000: 347), the union concentrated its forces on maintaining the hard-fought uniform wage 

bargaining across Germany.230 To buy employers out, IG Metall agreed to renew the 
‘hardship clause’ and to renounce any new working time initiative until late 2000. Second, 

                                                 
228 Employers expressed their satisfaction by underlining the benefits of a four-year deal offering ‘reliable 
planning’, ‘labor peace’, and an enduring cost advantage in relation to the West (Schroeder, 2000: 298-9). 
229 The compromise of March 1991 entailed a ‘revision clause’ (Schroeder, 2000: 322-3). 
230 The accord signed on September 21, 1998, guaranteed the extension to the East of the collective 
agreement due February 1999 in the West (Schroeder, 2000: 347). 
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the union did not call for the termination of work time provisions in 2000 because of 
existing negotiations over early retirement (Beschäftigungsbrücke) and wages. 

Why did IG Metall terminate the framework agreement in 2003? It invoked three 
reasons against any further postponement (IG Metall 2003e: 5). First, it was concerned not 
to overburden the 2004 bargaining round, as it had already agreed to carry through the 
nationwide pay framework agreement (Entgelt-Rahmentarifvertrag) abolishing the 
traditional distinction between white and blue-collar workers. Second, further 
postponement was perceived as harmful for overall union acceptance and membership, in 

particular among workforces in highly productive factories (which are also 
disproportionately well organized) who were the staunchest advocates of shorter hours. 

Third, and most importantly, IG Metall considered that 2003 presented the last 
good opportunity to abolish the remaining difference in conditions given the 2004 Eastern 

EU-enlargement. It recognized that the increased trade and FDI competition (perceived or 
real) accompanying the deepening of economic integration with Eastern European low-
wage countries would cement solidarity among German employers and stiffen their 
opposition to any future equalization initiative. Europeanization considered in its economic 
dimension, a phenomenon otherwise known as economic regionalism or regionalization, 
while clearly distinct is also inseparable from globalization. Europeanization includes 
market integration, which, as previous EU-enlargements have shown (e.g. Spain, Portugal, 
and Greece), leads to changing patterns of trade and investment flows not only within the 
enlarged region but also across the major trading regions of the world economy.231 

Thus, early on, in a special issue of the union’s monthly magazine Metall, a union 
member stated the dilemma: ‘Our motto is now or never; we fear that the upcoming 
Eastern EU-enlargement will bring us so many new problems that working time 
equalization at a later moment may fall behind’ (IG Metall, 2003b: 16). Even more 
compelling is a passage from an IG Metall report published after the defeat: ‘In addition it 

was argued that the last possibility for working time equalization was given in 2003, 
especially because the Eastern EU-enlargement and the [changing] competition situation 
with respect to Central and Eastern European countries would undermine any future 
equalization attempts’ (emphasis added; IG Metall, 2003e: 5). My own interviews with 
union representatives at different levels of the organization corroborate this finding. As to 
the reasons why enlargement renders equalization more difficult, however, opinions 
diverge: some emphasize increased competition in trade and foreign investment (e.g. 

Interview with Marlis Dahne, press relations officer at IG Metall Berlin-Brandenburg-
Saxony, Nov. 13, 2003; Interview with Bernd Kruppa, senior official at IG Metall Berlin-
Brandenburg-Saxony, Nov. 14, 2003), while others mention increased inflows of labor 

                                                 
231 Moreover, from a historical perspective EU market integration, supposed to help transform ‘national 
champions’ into European and global champions, can be interpreted as a response to American business 
abroad and hence to globalization. 
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from the East (Interview with Konrad Siegel, collective bargaining department of IG 
Metall, Nov. 21, 2003). 

 

3.2.2.  The Arguments of Employers 

Thirteen years after the political union of October 1990, IG Metall believed it was 
time to end the enduring difference in conditions (hence the slogan of the campaign Die 

Zeit ist reif, or ‘the time is ripe’). The argument of a ‘just’ equalization was thus put centre 
stage, in line with the union’s long-standing position. Moreover, working time reduction 
should also help to redistribute work and to fight unemployment. With respect to costs 
(estimated at 4.2 percent of hourly wage costs), the union argued that it would not 
overstretch the financial health of companies since gradual introduction would spread costs 
over years.232 

Employers had a different battery of arguments, turning virtually all union 
arguments upside down. First, and most importantly, employers categorically rejected any 
positive correlation between hours reduction and job creation, instead they emphasized a 
negative relation (estimated job loss was 20,000; Gesamtmetall, 2003a: 2).233 Work time 
reduction without a corresponding wage cut represented a net cost that enterprises could 
not afford to pay. Second, employers identified an inexactitude in IG Metall’s 
argumentation about reducing stress at work in that it was able to play down policy costs 
by claiming that part of it would be offset by ‘induced productivity increases’.234 In other 

words, cost calculation was based on the assumption of intensification of work—precisely 
what IG Metall sought to avoid (Gesamtmetall, 2003c)! Finally, employers feared that the 
union’s demand might further erode industry-wide bargaining, underscoring that one third 
of the firms bound by collective agreement paid less than the agreed rates (Gesamtmetall, 

2003a: 6). Employers did not oppose the alignment of conditions per se, rather it was the 
timing which was considered to be wrong. 

To analyze what type of argument dominated employers’ discourse, I have 
examined a list of 38 standpoints put together by the VSME, consisting mainly of citations 

                                                 
232 Quickly growing productivity combined with an enduring gap in real wages had continuously improved 
the regional labor cost advantage. According to IG Metall figures (2003a), productivity gains were on 
average 3.2 percent higher in the East over the period 1997-2001. This, combined with lower pay due to 
longer hours more than offset lower productivity (estimated at 73 percent of the western level, and at 90 
percent for firms with 200 employees and more): unit wage costs had come down to western level in 2001. 
The campaign was also supposed to help counter the massive East-West migration flows, to reduce 
intensification of work, and to liberate free time for family life, hobbies, involvement in community life, and 
politics (IG Metall Berlin-Brandenburg-Sachsen, Frankfurt, Hannover, Küste, 2003: 5, 13). 
233 Employers reject the assumption that work time reduction leaves the volume of work unchanged. 
234 Employers argued that there had been ‘induced productivity gains’ in the 1980s and 1990s related to work 
time flexibilization (and not to its reduction), but that such gains were exhausted -- hence Gesamtmetall’s 
higher cost assessment (Gesamtmetall, 2003b). 
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from public figures belonging to the worlds of business and politics.235 Strikingly, 31 out 
of 43 arguments (or 72 percent) refer directly to the cost argument. The single most 
important argument postulates that the 35 hours implies job losses (14 times, or 33 percent 
of the total). Most frequently, the quote refers to a general decline in jobs, making it 
impossible to analytically distinguish between globalization and non-globalization related 
losses.236 In two cases out of 14 (about 15 percent), however, there is explicit mentioning 
of job losses to neighboring Eastern European countries. The second most important 
argument (12 arguments, or 28 percent of the total) stresses that the 38 hours is an 

important comparative advantage of the East German economy. In one third of the cases 
(or four out of 12), the loss of this advantage is contextualized with clear reference to the 
international economy. Some of the other arguments refer to the inappropriate conjuncture 
or to workers’ satisfaction with actual hours. To sum up, about 20 percent (six out of 31) of 

all cost arguments make an explicit reference to globalization. As for the rest (25 cases), 
the phrasing is very general, making it difficult to know whether globalization is meant 
implicitly or not.237 

Interestingly, the only standpoint that I found advertised in a newspaper�an 
instance where employers are concerned with producing their most convincing argument—
had a very explicit reference to globalization. Written in Polish with German sub-titles, the 
ad displayed the following message: ‘Thank you IG Metall! We look forward to the new 
jobs. 35 hours in Saxony means more jobs for Poland’ (Freie Presse, 2003) (see Annex). 
My interviews also confirm that employers’ great concern with globalization cemented 
opposition to the initiative (Interview with Dietmar Voigt, managing director of VSME, 
Nov. 26, 2003; Interview with Karsten Tacke, senior official at Gesamtmetall, Nov. 7, 
2003).238 The VME official’s answer to the question whether employers have been against 
equalization is telling: 

 

No, but we want it at a time when firms can afford it… . The Eastern 
enlargement is approaching: in Poland, which is 60 kilometers away, and in 
the Czech Republic, there is the 40-hour week. One of our arguments was: 
‘Let us overcome this stage’ (Interview with Edgar Jahn, Nov. 10, 2003). 
 

                                                 
235 On its website the VSME put forward 38 standpoints in support of the 38 hours. However, I found and 
used 39. The total number of arguments is 43 because one standpoint can include more than one argument. 
236 A schematic reasoning can help to illustrate this point. Work time reduction increases labor costs, which 
leads to a loss in competitiveness and to declining sales, production and employment. Two scenarios should 
be distinguished: 1) the loss of competitiveness of a domestic-oriented firm benefits other domestic producers 
(e.g. an East German firm losing out to a West German producer); 2) the loss of competitiveness of a 
predominantly foreign-oriented firm benefits mostly other foreign producers. In the latter case, and in the 
latter case only, job losses associated with declining competitiveness are related to globalization. 
237 For example: ‘IG Metall not only plays with many jobs but with entire production sites’. 
238 Employers’ preoccupation appears genuine bearing in mind the East German metal industry’s export 
dependence: in 2001 the Saxony metal industry’s export share was 38 percent (Sachsenmetall, 2002: 13). 



 168 

3.2.3.  Employers’ Intransigence and Powerful Rhetoric 

Collective working time reduction has always been extremely controversial and 
politicized in German history, where the metalworking sector has played a pioneering role 
in establishing shorter hours. The case in point is the 1984 collective bargaining round, 
where after seven weeks of strikes and lockouts the union has paved the way for the 
introduction of the 35-hour week. But employers have never made peace with this policy, 

they have constantly repeated that the decision was fundamentally wrong, that it was 
imposed upon them. Keeping an eye on the historical records, it was not that surprising 
that the 2003 bargaining round escalated. One of the reasons is that the essence of working 
time is political—it is not just about money. As one union official put it: ‘When it comes to 

work time, it is never about arguments; it is about the free disposal (Verfügung) of the 
labor force; time is always limited’ (Interview with Sieghard Bender, head of Chemnitz 
office, Nov. 24, 2003). 

After three months of regional and peak-level talks stretching from mid-February 
through May did not succeed in bringing positions closer by any iota, IG Metall announced 
the failure of negotiations on May 21 and scheduled the strike beginning on June 2. The 
strike did not unfold peacefully, quite the contrary. At Bombardier in Henningsdorf, 
Brandenburg, the largest employer in the region with 2,400 employees, while five gates out 
of six were barricaded around the clock during four consecutive days (June 17-20), 
disagreements erupted over whether workers willing to return to work could do so without 
being prevented by strikers resorting to coercion or intimidation. The conflict escalated 
when management sought the opening of a second gate, simultaneously starting a court 
case against the strike organizers (Handelsblatt, 2003b). According to the local strike 
leader Grafenberger (Interview, Nov. 13, 2003), ‘the local clash was clearly harder than in 

similar situations in the past’ (emphasis added). At ZF in Brandenburg, a gears supplier 
employing 930 workers, after union members had refused to provide a 3-meter long 
corridor to enter the factory, a court decision charged IG Metall president Zwickel with 
setting up illegal blockades and sentenced him to pay a fine of �25,000 (Handelsblatt, 
2003b). 

But the most dramatic action was yet to come. The place of the most spectacular 
scene was the auto parts factory of the US subsidiary Federal Mogul (FM) in Dresden 

during the third week of the strike. The factory produces for several car manufacturers and 
employs 330 workers of which 280 are blue-collar workers. In a ballot, the unionized 
employees, constituting 67 percent of the workforce, endorsed the strike (IG Metall, 
2003c; 2003e: 47). However, IG Metall’s decision to carry out industrial action at FM—a 

three-day strike between June 17-19—split the workforce, with stories reporting that more 
than half of the workforce was against the strike (Handelsblatt, 2003f; The Guardian, 
2003). Perfectly capturing the mixed mood, FM struck back in a dramatic fashion by using 
a tactic unprecedented in German industrial history: while union members were 
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barricading the gates, turning back lorries, employers used two helicopters to get around 
the blockade. Making repeated round-trips, helicopters airlifted the piston rings while 
strike-breakers and a whole range of implements such as sleeping bags, sanitary material, 
clean clothes, and food were flown in on the return-trips. 

It is impossible to provide an exhaustive account of all strike developments, but the 
stories pointed out so far are consistent with the widely shared view among unionists that 
employers have made use of particularly tough tactics. As the unionist responsible for the 
planning, mobilization, and coordination of the campaign put it: ‘The authorization to fly 

the helicopter; the massive presence of the police; the interference of politics in the 
bargaining round: all this, in such a magnitude, had never been seen before in Germany. 
These were UK relations (i.e. capital/labor relations in the mining industry during the 
1980s)’ (Interview with B. Kruppa, Nov. 14, 2003). 

But employers did also frequently threaten with production relocation. For 
employers, the 38-hour week is a ‘location advantage’ (Standortvorteil), an advantage that 
is crucial to offset persistent East-West productivity gap and to remain competitive in 
international markets. If such advantage gets lost, there may be an economic rationale to 
move production abroad. By threatening to relocate, management signals the possibility of 
job losses (threats have an economic rationale). So far, so good. But exit threats can also 
fulfill other functions. Employers can use such threats to induce fears among employees in 
a strategic move to split the workforce and disrupt a plant-level strike (divide and rule 

strategy). Furthermore, employers can seek to gain the sympathy of the public by 
presenting themselves as victims of unreasonable union demands, supposedly leaving them 
with no viable alternative to exit (victimization strategy).239 

Employers have made massive use of both the divide and rule and victimization 

strategies to maximize success. The most salient example of the former strategy was FM in 
Dresden, where IG Metall was forced to terminate the strike on June 19 and to strive for a 

company-level solution. The evidence is very compelling: 
 
The call for strike at FM was a strategic mistake… . With a union 
membership of 67.3 percent (69.4 percent among blue-collar workers), the 
call for strike was … formally justified. The other criteria for a strike were 
not given though. The local and central strike leadership wrongly assessed 
the influence of employers, who in the run-up massively threatened with 

production relocation (emphasis added, IG Metall, 2003e: 47). 
 

Adding to this written IG Metall source are the stories by Alfred Matejka, chairman of the 
FM factory council in Wiesbaden, who was asked to comment on the strike disruption at 

                                                 
239 This typology is a heuristic device; thus different functions are not mutually exclusive. 
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the sister plant, and by a rank-and-file at FM in Dresden, which illustrate how employer 
harassment affected the perception of (some) workers. 

 
The decisive factor in any strike is the struggle to raise the consciousness 
and determination of workers, and of course capitalists will try to do 
anything to confuse and demoralize strikers. Threats to shift production 

abroad and the obsequiousness on the part of some workers that still lingers 
from the old days prior to 1989 have made this defeat possible (emphasis 

added, quoted in Öfinger, 2003). 
 
I am an IG Metall member but I am against this, because it is not 
appropriate to our situation in the East. I get good money. I get Christmas 

money, holiday money and bonuses. What the union is doing will not get us 
more jobs but just the opposite. I don’t want to lose my job (Sylvia 
Baumgarten, quoted in The Guardian, 2003). 
 
But FM was not an isolated case. Samsung made no secret of its plan to close down 

the Berlin factory and to move production to Hungary should the 35 hours be introduced 
(Interview with E. Jahn, Nov. 10, 2003). At GKN (Mosel), a car supplier, the resumption 
of work after the first days of industrial stoppages was accompanied by massive 
intimidations and plant closing threats (IG Metall, 2003e: 21). 

The helicopter airlift episode marked another watershed, this time in the battle over 
public approval. The demonstrative behavior of FM managers received a very supportive 
echo in the German press, which in unison condemned union’s attitude of not letting the 
scabs enter the plant. IG Metall admitted ex post that developments at FM had helped to 
instill an anti-union mood: ‘The situation in most firms subject to strike in Saxony and 

Berlin-Brandenburg was mainly stable… . The perception in the general public was 
completely different, however. The events at FM during the third week decisively 
contributed to it’ (emphasis added; IG Metall, 2003e: 28). 

On June 20, BMW announced through its board member Ernst Baumann that it was 
re-examining its engagement in East Germany.240 As a result of repeated strikes at supplier 
ZF, BMW managers anticipated production stoppages at the Munich and Regensburg 
factories by June 23.241 BMW’s reaction cannot be understood out of context. Two years 

earlier (July 2001), BMW had announced to build a new factory employing 5,500 workers 
in Leipzig after months of suspense involving international benchmarking including the 

                                                 
240 ‘The goal was to create as many jobs as possible through our engagement in the new Länder. Given the 
present conditions, we will re-examine our intention’ (Handelsblatt, 2003c). 
241 Stoppages occurred at four West German sites between June 23/24-30: Munich (affecting 6,500 workers), 
Regensburg (6,500), Landhut (200), and Dingolfing (1,000) (IG Metall, 2003e: 26). 
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sites of Arras in France and Kolin in the Czech Republic (Schroeder, 2003). In summer 
2003 the factory, under construction, hosted approximately 1,000 workers. Not 
surprisingly, the decision to re-examine one of the largest investments (estimated at �1.3b) 
ever carried out by a German car manufacturer in the East triggered widespread unease. 
And on the next day, fuelling the thesis of employer concerted action, it was Siemens’ turn 
to question its eastern engagement, disseminating fears of job loss among 10,000 
employees (Der Spiegel, 2003). 

How to understand employers’ statements? To be sure, these stories found an echo 

in the media (Handelsblatt, 2003c). For instance, in his weekly Handelsblatt column 
(2003f), the influential ex-premier of Baden-Württemberg and businessman Lothar Späth 
qualified BMW’s decision as ‘serious’. In expert circles, however, there was little doubt 
about BWM’s intentions. 

 
It would be a fiasco if the profitability of the Leipzig plant would depend on 
the 38-hour week alone… . Given our long-term planning I believe that the 
Leipzig plant is urgently needed. I hold this statement [of board member 
Baumann] for rattles in the ongoing dispute (Manfred Schoch, chairman of 
BMW central works council, cited in Handelsblatt, 2003d). 
 

Even employers backed off: ‘The statement has to be understood as a contribution to the 
public debate. One must not take it too seriously’ (Interview with E. Jahn, Nov. 10, 2003). 
A last piece of evidence fuels the thesis that BMW’s announcement has followed a 
victimization logic. In a detailed case study of the 2001 investment decision, Schroeder 
(2003) has demystified the idea that longer hours have been a decisive factor; instead, the 
EU financial incentives (accounting for 30 percent of investment), the outstanding 
transport infrastructure, the cultural environment, and the flexible work time scheme 

worked out with IG Metall were determinant. 
 

3.2.4.  VSME’s Active Defense Strategy and the Role of Large Firms 

The VSME is the heavyweight of all regional employers’ organizations in the East, 
owing its large influence to the big size of Saxony’s metal industry: in 2002 Saxony hosted 

one third of all Eastern German firms and slightly more than a third of all employees—a 
tendency that is still on the rise. Despite the presence of many large firms (Schroeder 2000: 
207), Saxony’s metal industry remains predominantly mittelständisch.242 Table 5.2 shows 
membership and density data for selected East German employers’ associations in 2002, 

                                                 
242 In 2001, large firms (>500 employees) made up two percent, medium-sized firms 18 percent, and small 
firms (<100) 80 percent of the total (Sachsenmetall, 2002: 16). 
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Org. Total Density Org. Total Density

No. No. % No. No. %

Berlin-Brandenburg 228 958 24 59.897 96.660 62

Saxony-Anhalt 70 611 11 7.982 44.453 18

Saxony 110 1.384 8 30.758 125.211 25
Thuringia 67 846 8 15.133 71.844 21

Table 5.2:  Membership and Density of East German Metal Employers’ Associations, 
2002 

Source

Gesamtmetall, own calculations. 

Note

Org.: organized in employer’s association.

EmployeesCompanies

 
highlighting the predominance of the VSME.243 The emergence of the VSME as the 
regional high-profile organization with a salient identity dates back to the mid-1990s, when 
it spearheaded the offensive calling for an end to unconditional and uncritical 
harmonization, simultaneously emphasizing the willingness to focus more strongly on 
endogenous development based on the particular economic conditions in the East (see sub-
section 3.2.1; Schroeder, 2000: 254).244 

In the 1990s the establishment of non-binding organizations (OT) parallel to the 
traditional, official employers’ associations generalized across Germany. In the East, the 

employers’ associations of Thuringia and Berlin-Brandenburg were frontrunners, setting 
up the first OT associations in 1993 against the background of the revision conflict.245 One 
year later, the VSME followed suit, creating the general employer association for Saxony 
(Allgemeiner Arbeitgeberverband Sachsen e.V., AGS) encompassing both metalworking 

and non-metalworking companies. In 2003, membership stood at 140 for the AGS against 
88 for the VSME (Gesamtmetall data; Interview with D. Voigt, Nov. 26, 2003).246 What 
accounts for the coming into being of the OT organizations? Essentially, they can be seen 
as a tool devised by employers to discipline IG Metall: facilitating the passage from 

                                                 
243 The preponderance of the VME is largely an effect of West Berlin. In 1998 the VSME and the VME 
(excluding West Berlin) organized, respectively, 172 and 113 firms covering 36,369 and 19,890 employees 
(Gesamtmetall data). 
244 Such ideas were due to enter a confrontation course with the union—which is what has happened 
(Schroeder, 2003: 341-6). For instance, under the VSME leadership four regional employer organizations 
refused to adopt the pilot agreement reached between IG Metall and the VME in February 1997, rejecting a 
five percent increase in the Christmas bonus. Also, the conclusion of the ‘Phönix’ collective agreement 
between Ostmetall (the peak employers’ association encompassing Thuringia, Saxony and Saxony-Anhalt, 
created in March 1998) and the Christian union (Christliche Gewerkschaft Metall) in May 1998 aimed at 
undercutting IG Metall power. 
245 Both succeeded in attracting a large number of firms in a short time period (Schroeder, 2000: 252-3). 
246 VSME membership has been in steady decline (435, 421, 334, 315, 249, 205, 184, 172, 159, and 153 over 
the period 1991-2000) (Gesamtmetall data). 
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binding to non-binding status is supposed to change the union’s incentive structure, forcing 
it to adopt a more moderate bargaining stance (Schroeder, 2000: 252). 

How, then, did employers prepare themselves to confront the powerful IG Metall 
with its impressive record of almost fifty years of invincibility? Did employers design a 
special strategy to maximize solidarity and resistance? At first, employers denied any 
special efforts to build up coordination.247 One of my interviewees stressed that solidarity 
among employers was exemplary, reaching a degree he had never thought possible, with 
all firms showing up at meetings convened by employers’ organizations. Had a united front 

come about spontaneously because of the nature of the conflict (i.e. working time)? 
There was more to it. My interviewee acknowledged that a particular strategy was 

developed and implemented with high degree of discipline. The strategy consisted in an 
explicit and aggressive popularization of the exit option (i.e. change to OT membership). 

Such strategy is most manifest in the Leipziger Erklärung that has been jointly issued by 
the five eastern employers’ associations at the beginning of the third strike week: 

 
We call upon the firms in our associations to continue exercising solidarity. 
We will not put obstructions in the way of anyone striving for own solutions 
in view of the escalating conflict. We offer confidential consultations in the 
run-up to such decision (emphasis added; Gesamtmetall, 2003d). 
 

In fact, the VSME already promoted the active OT-strategy in the run-up to the strike in 
May 2003 (IG Metall, 2003e: 12). Such tactic allowed employers to kill two birds with one 
stone: on the one hand, it allowed single firms to withdraw from industrial conflict and 
limit plant-level production interruptions; on the other hand, and more importantly, it 
served to remove some pressure from the employers’ association, reducing the likeliness of 
sectoral breakthrough. In short, the VSME applied a new, unprecedented strategy that it 

popularized actively and with great consistency (Interview with K. Tacke, Nov. 7, 2003; 
Interview with D. Voigt, Nov. 26, 2003). 

Some firms left the VSME shortly before the beginning of the strike. Examples 
include ISE Industries Hainichen GmbH in Chemnitz (400 employees), Behr Kirchberg 
GmbH in Zwickau (642), and SASIT Industrietechnik GmbH in Zwickau (110). In those 
cases IG Metall concluded company agreements on the gradual introduction of the 35-hour 
week (IG Metall Berlin-Brandenburg-Sachsen 2003a; 2003b; 2003c). These firms opted 

out from the employers’ front because of fears of production stoppage or a sense that 
shorter hours were inevitable due to highly unionized workforce. Others did so during the 
conflict. They include Buderus Heiztechnik GmbH (265 employees, agreement signed on 
June 4, 2003), Nerva Speziallampen GmbH Plauen (548, June 10), TAC Umformtechnik 

                                                 
247 The remaining of this section draws heavily on D. Voigt (Interview, Nov. 26, 2003). 
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GmbH Cainsdorf (47, June 17), and Karosseriewerk Dresden GmbH (407, June 17) (IG 
Metall Berlin-Brandenburg-Sachsen, 2003e; 2003f; 2003j). Most of these firms did not 
suffer interruptions, but the mere threat of industrial action set in motion negotiations 
resulting in company agreement (e.g. union members at Karosseriewerk were willing to 
strike; IG Metall Berlin-Brandenburg-Sachsen, 2003k). 

GKN, the largest car supplier (1,000 employees) to have signed a 35-hour week 
agreement, played a central role in IG Metall’s strike strategy due to its importance as a 
major cardan shafts supplier to the industry: only DaimlerChrysler does not rely on GKN’s 

product (Handelsblatt, 2003a). GKN was subject to industrial stoppages on the first days 
of the conflict (June 2-3) and on five consecutive days at the end of the second week (June 
12-16) (IG Metall Berlin-Brandenburg-Sachsen, 2003d; 2003g; 2003h; 2003i). One day 
prior to the resumption of industrial action, management showed increasing signs of 

nervousness as it had become clear that GKN would not be able to supply according to 
contractual terms (IG Metall Berlin-Brandenburg-Sachsen, 2003g). In the union’s mind, 
the firm faced one single option, as expressed by the head of Berlin-Brandenburg-Saxony 
district organization Hasso Düvel: ‘If GKN wants to supply its cardan shafts in due time to 
the car producers, it has only one option: it has to exert pressure on the VSME, so that at 
last an offer for equalization is made’ (IG Metall Berlin-Brandenburg-Sachsen, 2003g). At 
this crucial juncture, GKN management changed its membership into OT and concluded an 
agreement on the gradual introduction of the 35 hours (June 18), thereby allowing quick 
production resumption. This episode clearly shows how much the union was taken aback 
by employers’ OT strategy. 

All this raises questions with regard to the behavior of the VSME: whose interests 
did the association primarily represent? Did we experience the successful revolt of the 
Mittelstand? Did its position also reflect the preference of the largest German firms 
headquartered in the West? If so, why did these firms suddenly play with fire, spurring the 

further erosion of the Flächentarifvertrag, thereby putting at risk the much cherished 
simultaneity of timetables for negotiations? Like in other regions of Germany, the conflict 
between SMEs and large firms has intensified over the last few years, leading many 
smaller firms to resign from the employer’s organization. A close observer provides an 
important clue as to the source of this situation: in past bargaining rounds over wages, 
large firms tended to adopt a low profile and yield to union’s demands in case of protracted 
disagreement (to the great dissatisfaction of SMEs), as securing the bargaining institutions 

was of paramount importance (Interview with D. Voigt, Nov. 26, 2003). But this long-
standing position of the large firms fundamentally changed during the ‘time is ripe’ 
equalization round. Here there was no cleavage between small and large firms: the latter 
agreed from the onset with the VSME’s controversial concept of letting firms under 

intense union pressure to quit the employer’s association (Interview with D. Voigt, Nov. 
26, 2003). In fact, large firms were proactive (Interview with B. Kruppa, Nov. 14, 2003; 
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Interview with K. Siegel, Nov. 21, 2003); they made the strategy possible in the first place, 
showing readiness to bear the cost of a collapsing industry-wide bargaining institution in 
the East. The large car manufacturers in particular pulled the strings: by allowing firms to 
opt out from the collective bargaining system (the eight 35-hour agreements were all at car 
suppliers), the car manufacturers have increased their vulnerability to future industrial 
stoppages as the value added chain in the automobile industry is no longer secured by a 
peace obligation encompassing all producers and suppliers.248 

The changing preference of large firms is related to globalization in at least two 

ways. First, the 35 hours went against the immediate interest of employers, who had no 
sympathy whatsoever for a measure increasing total costs when facing EU-enlargement. 
Having to choose between two evils—the 35-hour week or reduced returns from the social 
peace guarantee—they opted for the latter. Second, the large car manufacturers but also 

companies such as Siemens have a strategic interest in keeping a divided labor movement 
at home. This allows them to keep IG Metall and works councils based in the West under 
constant pressure by playing them out against workforces, comparatively less well paid, in 
the East.249 And such division increases their chances to fulfill their agenda: transform the 
high-wage/high standards industrial relations landscape in the West, which, German 
managers have been arguing for years, are too expensive in an integrated global economy. 
In short, the ‘time is ripe’ episode illustrates a spectacular volte-face of large firms with 
respect to the Flächentarifvertrag. The changing cost/benefit balance of labor peace was 
sparked by IG Metall’s campaign that brought to a climax long-hold fears among 
employers about the competitiveness of Standort Deutschland as economies grow more 
interdependent. 

 

3.2.5.  Other Reasons for a Failed Strike 

The argument presented so far hints at the fact that studying employers is the key to 
the outcome. This does not mean, however, that employers’ strategy has been the sole 
important factor. To many observers, the defeat was of IG Metall’s own making (e.g., 
Interview with Werner Kempter, deputy head of IG Metall in Dresden, Nov. 25, 2003). 
Four developments referring to internal, organizational, and political weaknesses of IG 
Metall seem to have mattered as well. 

                                                 
248 How serious such development is can be illustrated by the opinion of W. Riek, press and public relations 
manager at Gesamtmetall (Interview, Nov. 12, 2003): ‘If industry-wide bargaining as we know it was to 
collapse, the only viable alternative for the car industry would be to set up collective bargaining 
encompassing the value added chain’. 
249 The East is not simply a zone with cheaper labor; it has become a laboratory for the introduction of 
innovative employment conditions. For example, Porsche has first introduced the Method-Time-
Measurement (MTM) payment system at its new plant in Leipzig. One senior union official believes that 
Leipzig serves as a pilot project for company-wide implementation of MTM (Interview with K. Siegel, Nov. 
21, 2003). 
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First, there has been a solidarity deficit that has weakened its bargaining position 
(IG Metall, 2003e: 50). When it became clear that pressure in the East alone would be 
insufficient, the strike tactic was modified in order to maximize long-range effects 
(Fernwirkungen) in other, uninvolved bargaining regions. At this critical juncture, IG 
Metall convened a meeting (on June 23 in Frankfurt) of leading unionists in the car 
industry to organize solidarity in the West. To cut a long story short, some influential 
voices blamed the central strike leaders for practicing politics of the fait accompli—the 
eleventh hour change in strike tactic imposing a solidarity duty on western colleagues250—

whereas the latter group rejected the allegation.251 If anything, the meeting brought to the 
public the image of a divided union (Handelsblatt, 2003e). The lack of solidarity was 
particularly stunning given that workers affected by the strike in the West were entitled to 
wage subsidies (Kurzarbeitgeld) paid by the Federal Employment Office. What then 

accounts for this breakdown of solidarity? The rebellion can be understood as a 
contribution to IG Metall’s internal power struggle for the succession of president Zwickel 
(due in the fall of 2003): a defeat, so the calculations, would seriously undermine the 
chances of vice president Jürgen Peters (responsible for collective bargaining policy, and 
candidate of the ‘traditionalists’) and enhance those of contender Berthold Huber (the 
‘modernist’).252 But even here where domestic power politics seem to be important, we 
cannot totally exclude a globalization force at work. Export dependency puts the loyalty of 
councilors (who are also union members) to a severe test. As Renate Hemsteg-von Fintel 
(managing director IG Metall Eisenach, interviewed on Nov. 27, 2003) explains for the car 
industry, ‘the chairmen have become co-managers, they think in the same categories as 
managers, concerned primarily with increasing world market shares and productivity’ 
(emphasis added).253 Such worldview is not conducive to class-based solidarity, especially 
when it implies production interruption at one’s own company. 

Second, the adventurism of the Peters-Düvel duo remains puzzling. From the onset 

the ambitiousness of the campaign seemed to be at odds with the great incertitude 
surrounding the likelihood of success. Hence we cannot fully discount that Peters sought to 
stand out in profile as the uncontested new leader of IG Metall with a historical victory in 
the East.254 Third, one of the reasons for the failure was that an ‘escalation through the 
inclusion of more companies into the strike was not possible’ (IG Metall, 2003e: 35). This 
relates to IG Metall’s organizational weaknesses in the East: the union suffers from a 
membership deficit at new, large factories built on greenfield sites (e.g. Infineon 

                                                 
250 See IG Metall (2003d: 7-8, 13). Most outspoken was Opel’s chairman of central works council, Klaus 
Franz (Handelsblatt, 2003g). 
251 The central strike leaders argued that they had repeatedly warned that long-range effects could never be 
totally excluded (IG Metall, 2003e: 22). 
252 I would like to thank Jelle Visser for emphasizing this point. 
253 See Hancké (2000) for an overview of the competitive deregulatory regime in the European car industry. 
254 I am grateful to Richard Hyman for suggesting this line of argument. 



 177 

Technologies, AMD) and at small enterprises (Schroeder, 2000: 218-9). Although union 
density has long been higher than in the West, such figures hide the fact that there is a 
much greater share of members who are unemployed or retired (Schroeder, 2000: 216, 
218). Fourth, we should not downplay the effects of the pro-reform dynamics unleashed by 
Chancellor Gerhard Schröder’s Agenda 2010 disclosed on March 14, 2003. The union, 
whose constituency was most directly affected by the announced cuts in the unemployment 
benefits, was widely portrayed as the blockader of necessary reforms. Consequently, IG 
Metall’s task in the battle for the 35-hour week complicated: it found it increasingly 

difficult ‘to find coalition partners, to portray the demand positively, and to put employers 
under pressure’ (IG Metall, 2003e: 44-5). 

 

3.2.6.  The Broader Implications for German Industrial Relations 

How much did the events of summer 2003 change German industrial relations? 
Rank-and-file dissatisfaction with union leadership over the strike conduct and the ensuing 
ideological polarization have shaken IG Metall’s cohesion, complicating the elaboration of 
viable political alternatives, all very damaging for legitimacy and credibility. IG Metall lost 
25,000 members in July 2003 alone, a little less than half of the losses over the period 
January-June 2003, accelerating, if anything, the decade-long trend in membership decline 
(Ebbinghaus, 2000).255 There is no doubt that IG Metall has come out of the struggle as a 
weakened social force. So much so that defeat and the ensuing disarray fueled employer 

militancy -- Gesamtmetall demanded a general opening clause on working time at the 
onset of the subsequent bargaining round in the fall of 2003 (Handelsblatt, 2003l). 

The Pforzheim compromise256 of February 2004 has (rightly) been depicted as the 
metal employers’ own Waterloo (Frankfurter Allgemeine Zeitung, 2004). Capitalizing on 

the gigantic momentum stemming from their victory, employers’ ferocious campaigning 
and pressure building on IG Metall between September 2003 and February 2004 had 
resulted in little: neither did they get a general working time opening clause, nor could they 
obtain a modification of the favourability principle (Günstigkeitsprinzip).257 From that time 
onwards, however, high-profile firms dissatisfied with the new agreement have rebelled 
and have sought greater flexibility through the conclusion of company or establishment-

                                                 
255 IG Metall acknowledged that dissatisfaction with the 2003 campaign played an important role 
(Handelsblatt, 2003i). 
256 Two provisions allow greater flexibility: 1) establishments with 50 percent of highly skilled workers can 
provide up to half of the workforce with 40-hour contracts; 2) an ‘opening clause’ allows firms to diverge 
from the central agreement (e.g. longer hours, cancellation or curtailment of bonuses) to safeguard 
employment and/or improve competitiveness provided that the union does not exert veto power. 
257 Divergences from collective agreement are lawful provided that they are expressly permitted by the 
agreement or if they contain more favorable conditions for the employee (favorability principle). So far, 
company-level agreements combining employment security guarantees with deviations from collective 
agreement are illegal. Employers wish a new interpretation of the principle allowing for such cases (see also 
Conclusions). 
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level pacts, thereby introducing practices that have been hollowing-out the sectoral 
framework agreement. 

Siemens has been at the forefront of the offensive. Taking unprecedented action, 
the company envisaged leaving the employers’ organization in the aftermath of the 
Pforzheim settlement, claiming that the agreement amounted to a ‘further step in the wrong 
direction’ (Handelsblatt, 2004d). Adopting a less radical but no less extortive strategy 
Siemens made the breakthrough in late June after a three months head-to-head 
confrontation with IG Metall: by threatening to relocate to Hungary half of all jobs at two 

mobile phone factories, management was able to increase hours from thirty-five to forty 
and to replace Christmas and holidays premiums by a performance-related bonus 
(Handelsblatt, 2004j; Le Monde, 2004a). This agreement has set a precedent that other 
companies in pursuit of a level playing field have sought to emulate. Similar attacks have 

since multiplied, most notoriously at DaimlerChrysler, MAN, Philips and elsewhere at 
Siemens, and according to the union-based research institute WSI, IG Metall listed 390 
such agreements in 2004, a net increase over previous years (Handelsblatt, 2005a). 

Due to IG Metall’s long-held policy of opposing opening clauses,258 the Pforzheim 
compromise represents without any doubts a milestone in the history of the metal industry. 
An interpretation as ‘regulated decentralization’, whereby the parties would have jointly 
and in genuine cooperation delegated competences to the plant level, clearly belies the 
facts. IG Metall only signed to keep a more general (without veto right) opening clause at 
bay. The repeated public warnings addressed to Gesamtmetall by IG Metall about its 
unharmed ability to strike in January 2004 (Handelsblatt, 2004a,c), if anything, betrayed 
its unwillingness to risk a confrontation and revealed its defensive bargaining position. 
While the Pforzheim agreement fell short of any complete defeat of union hopes, 
especially since the veto right could prevent any devolution of power to the lower level, it 
is the glaring Siemens victory over IG Metall that provided the breach in the dyke (WDR, 

2004; Handelsblatt, 2005a). 
I have argued in Chapter Four that IG Metall cadres deny any influence of 

collective bargaining on the level of FDI outflows: investment decisions are foremost 
market-oriented.259 The corollary of this proposition is that workers should be dismissive 
of exit threats voiced during bargaining rounds. In 2003, however, some unionists have 
come to realize how powerful and harmful employers’ rhetoric can be. As one union leader 
put it, ‘people should not have been afraid to lose their job due to relocation threats, but 

fear is a feeling, it is not rational. In fact, relocation threats play very strongly on the 
psychology and consciousness of workers’ (Interview with W. Kempter, Nov. 25, 2003). 
This raises the question of how real the danger of relocation has been. Due to limited 

                                                 
258 Less in absolute than comparative terms; see for instance Behrens and Jacoby (2004). 
259 IG Metall does not believe that holding back on wage increases (or working time reductions) can 
minimize the danger of firms relocating labor-intensive production abroad. 
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access to the firms’ books, it is impossible to determine how hard the introduction of the 
35 hours might have hit companies. It is only possible to indirectly assess how realistic 
threats may have been. First, total trade and especially FDI outflows in the metal industry 
have gathered pace in the late 1990s (Figure 4.1 and Table 4.4). Second, Eastern Europe’s 
share in German outward FDI increased from zero to six percent between 1990 and 1999 
(Deutsche Bundesbank data; Marin et al., 2002). Third, one-fourth of all companies in 
metalworking, electronics and chemicals reported production relocation 
(Produktionsverlagerungen) in the 2001-2003 period, a net increase over 1999-2001 

(Kinkel and Lay, 2005). Finally, in a large-n statistical study Scheve and Slaughter (2004) 
found a causal relationship between FDI activity in industries in which individuals work 
and workers’ perception of economic insecurity. All in all, this provides ample grounds to 
German metalworkers’ fears of job loss related to threatened exit and competition. 

 

Part Two.  The Political Economy of Centralization in Brazil 

 
Might there be similar processes of globalizing unsettling bargaining centralization 

taking place in Brazil? Focusing on the metal industry in the State of São Paulo but also 
metalworking in the State of Minas Gerais and chemicals in São Paulo, the answer appears 

to be ‘yes’. Analysis draws heavily on secondary source literature, and is complemented 
with interview material as well as newspapers’ clippings gathered through archive work. 
The first of three sections sketches the major changes in bargaining institutions. Section 
two provides an alternative account of the shift from united to fragmented collective 
bargaining in the metal industry of São Paulo that refers to economic globalization, while 
the last section looks at the consequences of this fragmentation. A concluding section 
wraps up the findings for both the German and Brazilian cases. 

 

1.  Trends in Bargaining Centralization 

 
Two distinctive patterns reflecting different union practices have characterized 

collective bargaining in the metalworking industry of the State of SP over the period 1985-
2005. The quest for the unification of the metalworking category and for the harmonization 
of conditions has been at the heart of CUT’s militancy in the 1980s (Galvão, 1999).260 And 
this has not been without success. Indeed, starting in 1982 the local metal unions affiliated 

                                                 
260 CUT’s militancy with respect to collective bargaining has been only one element of a broader 
confrontational strategy that entered the history books as novo sindicalismo (new unionism; see Chapter 
Four). Other elements include the struggle for democratization, emancipation from state tutelage imposed by 
the institutional architecture of ‘state corporatism’, and the constitution of an independent union movement 
entitled to collective bargaining (Riethof, 2002). 
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to CUT of São Bernardo do Campo and Diadema, Santo André, São José dos Campos, Itu, 
Sorocaba and Campinas began to negotiate jointly during annual wage rounds, and from 
1987 onwards all metalworkers under the jurisdiction of CUT local unions were covered 
by a single collective agreement, a development that sealed the unification of the category 
in the State of SP (Galvão, 1996: 41). However, as will become clear below, the 
endorsement of pragmatism and ‘unionism of propositions’ in the 1990s have been 
associated with the fragmentation of the category into five groups and increased 
differentiation in conditions (Galvão, 1999). Developments in the auto industry were 

decisive for the fate of centralized bargaining. It is to these developments that I turn now. 
 

1.1.  The Tripartite Forum of the Automotive Chamber (1992-1993)261 

The indiscriminate trade liberalization and deregulation policies enacted by the 
Collor administration in 1990262 challenged the ailing automobile industry which had 
suffered chronic under-investment during the 1980s. Protectionism and the drying-up of 
international investment had resulted in obsolete production processes and models, with 
the gap to international best practices widening. During a visit to Germany shortly before 
being sworn in as new president, Collor drew an analogy between automobiles made in 
Brazil and ‘carts’, thereby signaling his firm intention to put an end to what he considered 
to be a cartel (Estado de São Paulo, 1990). And indeed, the challenge posed to the industry 
turned out to be so extraordinary that no less than the survival of the Brazilian automotive 

industry was at stake: ‘The breakdown of protectionist rules in the early 1990s 
overwhelmed the Brazilian car manufacturers which turned to political alternatives to 
preserve their patrimony’ (Arbix, 1996: 57). 

A political response was brought to the sector’s crisis263 in mid-1991 with the 

creation of a tripartite body, the Automotive Chamber (Câmara Setorial do Setor 
Autómotivo). This government initiative was conceived as an industrial policy aimed at 
restructuring the crisis-riddled domestic car industry. The main participants included the 
government, the peak employer organization in the auto industry (Associação Nacional dos 
Fabricantes de Veículos Automotores, ANFAVEA), and the metalworking union in the 
ABC region. That the union would participate in such forum was far from evident: in those 
days the SMABC/CUT still symbolized militancy and outright opposition to governmental 

                                                 
261 The narrative in this section draws on Arbix (1996). 
262 Provisional Measure (PM) no. 158 of March 1990 liberalized trade by eliminating non-tariff barriers and 
the subsequent PM (no. 161) cancelled most fiscal incentives and subsidies (Arbix, 1996: 64). Tariffs were 
also gradually lowered. 
263 The future for an entire region looked suddenly very uncertain, with unemployment picking up and de-
industrialization threatening. Between February 1990 and 1991, employment in the base of the ABC 
metalworking union dropped by 13 percent, a decrease of 20,074 jobs (from 150.072 down to 129,998), and 
in June 1991, Ford announced the closing of its engine division based in São Bernardo do Campo (effectively 
closed in February 1992) (Arbix, 1996: 68). 
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policies. But concerns over jobs, maintenance of wages and rights, and the future of the 
industry convinced the union leadership, in particular the president of SMABC, 
Vicentinho, to participate in the meso-corporatist264 arrangement of the Automotive 
Chamber (Arbix, 1996: 16-7, 73; see also Anner, 2002: 17). 

The national tripartite negotiations yielded two agreements, one in March 1992 and 
one in February 1993 -- the F.H. Cardoso government set up its own initiative for the 
restructuring of the car industry in December 1995, the Novo Regime Automotivo. The first 
agreement included amongst others 22 percent rebate on cars and light vehicles prices 

financed through tax breaks, safeguarding of employment and monthly wage adjustment 
(Arbix, 1996, 128-36). The second agreement looked very similar, but more ambitious 
with respect to jobs creation through investment. All in all, the experience proved 
beneficial, including for labor: the industry’s performance significantly improved 

(increases in production, exports and sales), employment stabilized, and wages were 
prevented from falling265 (Arbix, 1996, 119-46). 

 

1.2.  In the Shadow of the Automotive Chamber:  Bargaining Fragmentation 

The Automotive Chamber not only brought to the fore new conceptions and 
practices within the labor movement, but it also spurred new tensions among the various 
branches of the metal industry. To start with, the clause on employment preservation and 
wages, initially supposed to apply to car manufacturing municipalities only (São Bernardo, 

Santo André and Betim), could be extended only in extremis to the 450,000 workers 
pertaining to the Federation of Metalworkers (CUT) thanks to the personal mediating 
efforts of Vicentinho. But union’s attempt to maintain homogeneous conditions came 
under increased attack when several employers’ factions began revolting against the car 

manufacturers’ wage and employment policy (Interview with Valdemar Cardoso de 
Andrade, administrative manager, SICETEL,266 São Paulo, Sept. 20, 2004). These 
employers, mainly belonging to branches other than autos, complained about the binding 
character of the wage agreement negotiated in the Automotive Chamber. The main critique 
was that car manufacturers could afford the wage increases because they had benefited 
from tax breaks in the Automotive Chamber (e.g., Interview with Drausio A. Villas Boas 
Rangel, chief negotiator of Brazilian Association of Autoparts Manufacturers - Sindipeças, 

São Paulo, Sept. 14, 2004). As one shop steward at the machine tools company Seco Tools 
put it: 

                                                 
264 Meso-corporatist refers to negotiations that occurred at the intermediate level – that is, between the plant 
and industry levels. 
265 The second agreement entailed a clause on monthly wage adjustment and a 20 percent real wage increase 
to be implemented until February 1995. 
266 Sindicato Nacional da Indústria de Trefilação e Laminação de Metais Ferrosos, one of the employers’ 
union pertaining to the group 9 (machine tools, etc). 
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We are not from the auto sector. In the coming year, for instance, we will 
have to negotiate over wages�there is no automatic adjustment for us. 
There, the firm says: “Look, we cannot give what the car manufacturers 
have given because they have benefited from tax exemptions but we have 
not”, and the firms use this to be hard with us (cited in Arbix, 1996: 165-6). 
 
But calls for greater wage differentiation grew louder and deeper. And indeed, the 

subsequent wage campaign, rescheduled to June-July 1992 as a consequence of the first 
agreement in the Automobile Chamber, resulted in differentiated wage increases across the 
industry: three separate agreements were concluded, with only the autos and the metal-
mechanical groups obtaining real wage increases (Galvão, 1999: 121; Arbix, 1996: 129).267 

As perceptively analyzed by Galvão (1999: 120-1), ‘an attempt to de-link the Automotive 
Chamber agreement from the collective contract in the metal industry was initiated, with 
the objective that the segments that did not benefit from the fiscal exemptions accorded to 
the auto industry would be allowed to cease extending the terms of the agreement to the 
entire category, regarding for example the employment safeguard measure and the real 
wage increase’.268 In short, the privileges granted to a few within the Automotive Chamber 
triggered dissatisfaction among predominantly small and medium-sized enterprises in the 
other metal branches (Arbix, 1996: 165). 

Such dissatisfaction fuelled employers’ big offensive of October 1992 against 
centralized bargaining: by deciding to divide themselves employers unilaterally triggered 
the fragmentation of collective bargaining along the lines of distinct branches. As a result, 
four groups of employers’ associations negotiated separately with the union centers in 
1993. The newly created branches included automobile (autos and auto parts), machine 
tools and electronics (group 8), electrical equipment (group 10), and foundry. Two years 

later (1995) the auto parts suppliers split off from the auto manufacturers to become the 
group 5 (Sindipeças, Brazilian Association of Autoparts Manufacturers), thereby given 
raise to the industry configuration as it is still known toady -- it should be stressed that on 
labor’s side collective bargaining remains coordinated by one sole actor (e.g., by FEM in 
the case of CUT). As justification employers invoked the great(-er) heterogeneity and 

                                                 
267 For instance, real wages increased by 12 percent in metal-mechanical. Despite union effort to obtain 
similar wage increments for the rest of the industry (including amongst others machine tools, electrical 
equipment and electronics), only a few firms conceded real increases of between 4 and 10 percent. 
268 Boito (1994) stresses the prejudicial character of the Automotive Chamber for the working-class: ‘If this 
new corporatism continues to develop, the segmentation of the union movement will increase, together with 
socio-economic inequality between workers’. 
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diversity of conditions across branches and the increased cost pressure in a context of 
economic crisis (Araújo et al., 2001: 97).269 

Labor was too weak and too divided to offer serious opposition. CUT bemoaned the 
division, considered to be a weakening of the labor movement as the possibility to put joint 
pressure of the entire category on a single employer organization vanished (Interview with 
Paulo Sérgio Ribeiro Alves, president of Federation of Metalworking Union CUT/SP 
1995-2001, Sept. 14, 2004).270 But faced with waves of dismissals that had reached an 
unprecedented pace, the union was unable to devise an adequate response (Interview with 

P.S. Ribeiro Alves, Sept. 8, 2004). Such acknowledgement of failure is also found in a 
union document: ‘Neither did we succeed in creating an organizational body to confront 
employers’ policies as a whole, nor did we develop a unified policy of the FEM to confront 
one same employer segment in different unions’ (FEM/CUT, 1995a: 18). And FS’s 

connivance with employers did not help either. If anything, and contrary to CUT, FS 
considers that the division strengthens union power (Interview with José Osmair Polisel, 
technical assessor for collective bargaining, Metalworkers’ Union in São Paulo, Mogi and 
Regions, Aug. 23 and Sept. 13, 2004; Interview with Miguel Eduardo Torres, general 
secretary of Metalworkers’ Union in São Paulo, Mogi and Regions, and national director 
of Força Sindical, Dec. 12, 2005).271 In any event, fragmentation (and differentiation) had 
become a lasting feature of collective negotiations in metalworking. 

 

2.  Explaining Fragmentation 

 
Government intervention aimed at shoring up the large car manufacturers, trade 

union endorsement of a meso-corporatist institutional setting, if anything the political-

economic processes surrounding the disruption of bargaining centralization appear 
different than in Germany. Let us now look in greater details into the origins and causes of 
fragmentation. 

 

2.1.  Globalization and the SMEs-Large Firms Cleavage 

The 1989 election to the presidency of FIESP (Federação das Indústrias do Estado 
de São Paulo, Federation of Industries of the State of São Paulo), which saw incumbent 
                                                 
269 According to Galvão (1996: 18), the (growing) heterogeneity of the metal industrial complex cannot 
account for the new bargaining pattern that emerged in the 1990s because such heterogeneity, especially 
regarding firm size, has existed since the early days of industrialization. 
270 This can also be seen from the fact that CUT’s historical claim is the national collective contract, that is 
collective bargaining organized at the national level and coordinated by CNM and the FEMs (FEM/CUT, 
1995a: 53, FEM/CUT, 2004a: 11, 50-1). 
271 In short, the strategy is to put pressure on the metal branch that is performing best economically, trying to 
conclude a first agreement there in the hope that it will set the pace for the remaining branches. FS is not 
fighting for a reunification of bargaining in the metal industry. 
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Mário Amato running for a second consecutive mandate in the absence of any major 
contender, brought to the fore disagreement between SMEs and large firms over collective 
bargaining practice and strategy. To be sure, while the conflict centered on the appointment 
of the director of Union Department and Coordinator of the group 19 of 
FIESP�responsible for collective bargaining and thus for the conduct of the unified 
campaigns�under the surface the conflict run much deeper. 

 
Only one thing is certain: Amato will resist pressures and will maintain 

Roberto Della Manna as director of the Union Department. These pressures, 
according to Fiesp, emanate from representatives of small and medium-
sized enterprises dissatisfied with the results of collective wage bargaining. 
They argue that Della Manna avoids strikes and concludes agreements on 

the basis of the economic power of the big industries, without taking into 
account the financial fragility of the small ones (Estado de São Paulo, 
1989). 
 
Two remarks follow. First, the newspaper clipping suggests two cleavages, between 

SMEs and large firms, on the one hand, and between financially strong and weak branches 
of the metal industries, on the other hand. These two cleavages largely overlap in the facts, 
because large car manufacturers have tended to be the strongest economically, while SMEs 
have tended to dominate in the other metal branches. Second, it appears that the cleavage 
between SMEs and large firms already existed in the late 1980s, that is before the 
enactment of trade liberalization. This is a very important finding, which may suggest that 
the causal chain identified above (intensified trade competition --> Automotive Chamber --
> conflict between large car manufacturers and SMEs in the other metal branches --> 
bargaining fragmentation; see sub-section 1.2.) is either spurious or lacks causal priority. 

I contend that another face of globalization�inward FDI�in the context of 
heightened political and class struggle272 has helped nurture the SMEs-large firm cleavage. 
Table 3.6 provides the breakdown of incoming FDI for selected industries, showing 
significant increases for all manufacturing industries in the 1980s. Rising FDI can mean 
different things. First, the increase can reflect the surge of new foreign investors. 
According to conventional FDI theory (e.g., the product-cycle theory of international 
investment developed by Vernon in 1966), foreign investors tend to be large firms (i.e., 

such firms first internationalize via exports). Second, through reinvestment established 
MNCs grow larger. Subsidiaries’ sheer size increase has been fuelled by the organic 
growth of MNC activities in the context of worldwide liberalization and deregulation. In 
addition, compared to domestic-oriented business strategy, internationalization via FDI 

                                                 
272 The late 1980s corresponding to the peak of CUT power. 
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provides benefits such as the setting-up of cross-border production activities following the 
comparative advantages of nations, the ability to raise money on international financial 
markets, a shield against exchange rate fluctuations,273 all of which enhance multinational 
firms’ market power in general, and their leeway in the sphere of labor relations in host 
countries in particular.274 That being said, the steps in the causal links between inward FDI 
and the growing SME-large firm schism over collective bargaining politics can now be 
identified: rising FDI inflows implies that the population of large firms in the receiving 
country is increasingly dominated by foreign firms such that the SMEs-large firms 

cleavage becomes increasingly one between SMEs and MNCs; simultaneously, SMEs 
remain predominantly nationally-owned and domestic-market-oriented; compared to 
SMEs, MNCs’ disproportionate ability to pay good wages and generous conditions implies 
that they are more willing to accommodate union demands when confronted with 

protracted conflict or threats of escalation; and given that large firms (domestic and 
foreign) have tended to dominate employers’ association, collective bargaining policies 
have mainly reflected these firms’ interests. 

The last two propositions are supported by scholarly research and practitioners’ 
accounts. Leading Brazilian labor economist Arbache (2001: 17) has noted that ‘companies 
in sectors with these characteristics [highly profitable and concentrated industries, which 
use the most advanced technologies] tend to be more accommodating because stoppages, 
strikes, and other forms of demonstration can be very costly for them’.275 Similarly, the 
chief negotiator of the group 9 bemoans large firms’ vulnerability to industrial conflict, 
especially when the union targets such company in the hope to reach a first agreement that 
sets a pattern for the branch:276 ‘We don’t want firms to conclude individual agreements 
because it weakens the employers’ camp. Take Pirelli; if she agrees on 10 percent, the 
small company with three employees will also have to give 10 percent. An enterprise like 
Pirelli can’t afford stoppages’ (Interview with V. Cardoso de Andrade, Sept. 20, 2004). 

Others acknowledge the growing gulf between SMEs and large firms. Ex-president of 
FEM/CUT believes that increasing heterogeneity among firms (e.g., in terms of sales, 
productivity) poses serious challenges for collective bargaining (Interview with P.S. 
Ribeiro Alves, Sept. 8, 2004). And chief negotiator of Sindipeças believes that the solution 
lies in the greater differentiation of collective agreements in order to accommodate the 

                                                 
273 Not to mention the possibility of transfer pricing – the mispricing of cross-border transactions – which 
helps multinational companies avoid tax by reducing reported revenues and increasing reported expenses 
(Financial Times, 2005). 
274 This is corroborated by many studies showing that foreign firms tend to pay higher wages than their 
domestic counterparts in host countries (Görg et al., 2003). 
275 Capital-intensive industries have traditionally been dominated by foreign companies in Brazil. For 
instance, the share of capital-and technology-intensive industries in total inward manufacturing FDI stock 
was 58 percent in 1997 (chemical/rubber/plastics, machinery, and transport equipment accounting for 25.1, 
19.4, and 13.2 percent, respectively), down from 66 percent in 1980 (UNCTAD, 2000: 29). 
276 Such tactic was used for instance during the (April) 1996 and 2004 bargaining rounds. 
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specific situations and needs of small, medium and large firms (Interview with D.A.V.B. 
Rangel, Sept. 14, 2004).277 

Finally, the peak-business association FIESP has traditionally been biased in favor 
of big business (Payne, 1994; Kingstone, 1999).278 This was true in the late 1980s in 
particular, which witnessed a small business revolt within FIESP that ended in the creation 
of the PNBE (Pensamento Nacional das Bases Empresariais, National Thought of the 
Business Bases) in 1987 (Kingstone, 1999). These employers criticized FIESP for paying 
scant attention to the base of industry consisting of firms with 200 or fewer employees 

(Kingstone, 1999).279 FIESP president Amato responded by excluding PNBE leaders from 
the directorship in December 1988. Overall, however, SMEs were far less neoliberal, and 
more committed to the developmentalist project (Kingstone, 1999: chapter 2). Before 
looking into the consequences of fragmentation in the next section, it is worth asking 

whether there has been a more general trend towards less bargaining coordination. 
 

2.2.  Is Fragmentation Ineluctable?  The Cases of Metalworking in Minas Gerais and 
Chemicals in São Paulo 

Like metalworking in São Paulo, metalworking in Minas Gerais (MG) and 
chemicals in SP are among the strongholds of CUT and are characterized by highly 
organized forms of unionism, well above what is usual in Brazil. Developments in the 
neighboring State of Minas Gerais highlight that fragmentation was not inevitable. While 

the trajectories of the metalworking unions affiliated to CUT in SP and MG resembled 
each other during the 1980s, they significantly diverged in the 1990s. Indeed, the quest for 
unification gained momentum in MG in early 1980s with the political gain of major 
(union) municipalities by the then oppositional trade union (e.g., Belo Horizonte and 

Contagem in 1984; Betim in 1981). Further struggles brought the metal union of CUT into 
a hegemonic position within the category, sealed in 1989 with the creation of a new 
Federation (Federação Sindical Democrática dos Trabalhadores nas Indústrias 

Metalúrgicas, Mecânicas et de Material Elétrico de MG, FSDTM-MG) which over just 

                                                 
277 He talks about the necessity for ‘isometric’ negotiations within auto-parts, that is to have collective 
agreements that are equal for equals, and unequal for those which are not equals. Trade union, however, 
opposes further differentiation. It should be noted that several collective agreements in the metal industry 
have recently introduced wage floors varying according to firm size. For instance, in 2001 the social partners 
in auto-parts industry agreed on the conclusion of two wage floors separated by R$ 200 for firms with 
workforce below 100 and above 100 workers (information/especially year need to be checked). 
278 An analysis of the constitution of FIESP’s directorate between 1986 and 1989 has shown that the 
association represented predominantly the interests of large domestic and foreign firms (Payne, 1994). 
279 In the context of fiscal crisis of the state and of dire straits on developmentalism, many issues were hotly 
debated (e.g., interest rate policy, state regulation, state involvement in productive activities, labor relations, 
etc). One other important cleavage was between the traditional sectors, overrepresented at FIESP (food 
industries, clothing, construction), and modern sector of industry (e.g., electronic industries). Also, PNBE 
leaders endorsed liberalization while criticizing FIESP for adopting a neoliberal rhetoric but actually 
preserving the status quo. 
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two years (1989-1990) succeeded in establishing itself as the coordinating authority of 
centralized bargaining (Galvão de França, 2001: 117, 127-32, 175-9). Unified wage 
campaigns could be maintained throughout the 1990s, which has to be related to the 
particular pattern of competition for workers’ representation in the industry. In stark 
contrast to the situation in SP, there is an absence of inter-union competition for the 
representation of the same set of workers in MG: 

 
There was a constellation more propitious to the creation of the new 

Federation and its proposal of unified wage campaigns. It can be said, thus, 
that neither at the moment of the creation of the Federation nor during its 
ten first years of existence has there been inter-union competition, in that 
any other union project organized to dispute the representation of the 

metalworkers in MG (Galvão de França, 2001: 134). 
 
But note that the de-concentration of auto and auto-parts production away from the 

State of SP has benefited MG. For instance, against the national trend of a decrease in the 
level of employment in the sector, employment in auto-parts in MG increased from 10,400 
in 1985 to 17,000 in 1994 (Galvão de França, 2001: 110). This indicates some short term 
winning from domestic and international competition, which may have contributed to the 
stability of the bargaining institution. 

It is also worthwhile making a detour into the politics of bargaining centralization 
in the chemicals industry. As far as the territorial bases affiliated to CUT in SP are 
concerned, negotiations take place at the peak-level between the group Ceag-10 of FIESP, 
representing twelve employers’ associations, and the National Confederation of Chemical 
Workers (Confederação Nacional dos Químicos, CNQ) (since 1992). CUT competes with 
FS to organize the chemical workers in SP. The largest and politically most significant 

territorial unions (such as ABC, São Paulo) belong to CUT, whose seven affiliates 
represent 60 percent of the chemical workers in the State (FS controls 28 minor unions) 
(Schutte and d’Avila Coelho, 2003: 30-1). The branches composing the industry are highly 
diverse, including amongst others petrochemicals, plastics, pharmaceuticals, dyes, 
fertilizers and insecticides, explosives and ammunition, washing products and soaps, 
perfumes (Schutte and d’Avila Coelho, 2003: 29). Despite this great heterogeneity, there 
has been no single attempt by employers to fragment negotiations (Araújo et al., 2001: 

107; Interview with Sergio Novais, president of Chemical Workers Union of the Greater 
ABC region São Paulo, Aug. 2, 2002). In short, and contrary to what the case of the metal 
industry in MG seems to suggest, we have to conclude that union pluralism is not a 
necessary condition for bargaining fragmentation. 

I submit that a partial explanation for the different patterns in the chemicals and 
metal industries in São Paulo is the varying degree to which these sectors have been 
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exposed to international competition in the 1990s. Compared to chemicals, the metal 
industry shows greater exposure to economic openness on all our measures of 
globalization. First, throughout the 1990s total trade in chemicals has been at lower levels 
compared to that in autos and auto-parts (Figure 4.4). Second, according to Arbache’s 
(1999) measures of change in import penetration level for the 1988-1996 period, all metal 
branches (electronic, mechanic and transport) but only one chemical (chemicals) 
experienced high import penetration, while other chemical branches faced either medium 
(pharmaceutical and plastics) or low (perfume) import competition. 

Third, patterns in the spatial distribution of investment flows among States—used 
as a proxy for international competition, with disinvestment in SP indicating greater 
international competition—tell a similar story: between 1985 and 2000 São Paulo’s share 
in chemicals’ contribution to GDP increased by six percent, while its participation in the 

national production of ‘machines for offices and computer equipment’, ‘transport 
equipment’ (including auto-parts, buses, etc), ‘machines and equipment’ (e.g., household 
appliances), ‘metal products’, ‘electrical machines and equipment’, and ‘medical and optic 
equipment, industrial automation, watches, etc’ decreased by 29, 22, 18, 14, 13, and 3 
percent, respectively -- only ‘electronics material and communication equipment’ and 
‘other transport equipment’ witnessed increases of 4 and 59 percent, respectively (Table 
3.7). Finally, and even though less clear-cut, change in the stock of inward FDI over 1990-
1994 shows a similar tendency: ‘transport equipment’, ‘electronics’, ‘mechanic-machines’, 
‘chemicals’ and ‘pharmaceuticals’ witnessed increases of 51, 8, 1, 9, and 5 percent, 
respectively.280 In short, less severe globalizing pressures via less conflictual employer 
relations appear to have less unsettling effects for bargaining centralization. 

 

3.  The Consequences of Fragmentation:  Increased Differentiation and Decentralization 

 
What has been the impact of the fragmentation of collective bargaining for 

compensation in the metal industry? First, the most direct effect has been greater intra-
industry wage differentiation (Table 4.5). Between 1992 and 2005, the rise in 
compensation has been uniform across the different metal branches in only four years 
(1994; 1998; 2001 and 2002), in stark contrast to the earlier period. And differentiation in 

wage conditions is not just deepening between the auto branch on the one hand and the rest 
of the industry on the other hand, with the car manufacturers paying better wages,281 but 
also between different metalworking branches. For instance, between 1996 and 2005, the 
wage increase in machine tools has consistently either equaled or exceeded that in auto 
                                                 
280 In addition, internal ideological divisions appeared later within the chemicals union (1995) compared to 
the metalworking union where they existed and deepened in the early 1990s. 
281 In line with the historical record, as factory commissions at car manufacturing plants used to extract 
additional rent over the collective bargain (Galvão, 1996). 
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parts. Overall, however, the widening of wage differential across branches, with the major 
exception of autos, is rather modest. Second, wage differentiation has also widened within 
a given economic branch through the introduction wage floors that differ across firm size. 
For instance, the collective agreement of November 1995 in machine tools established 
distinct wage floors for the three groups of small firms (<50 employees), medium-sized 
firms (between 50 and 500 employees) and large firms (>500 employees), with the floor 
being lowest (highest) for small (large) firms, whereas prior to that there existed only two 
groups (below and above 700 employees).282 Finally, fragmentation appears to have 

weakened the trade union in relation to employers (this is in any event how FEM/CUT has 
perceived the change, even though FS makes a different interpretation), which has been put 
forward as part of the explanation for the tremendous pressure on real wages in the metal 
industry as a whole after 1995 (Araújo et al., 2001). 

Bargaining fragmentation also appears to have been accompanied by increased 
decentralization -- although definitive conclusions are difficult to draw here due to the lack 
of an accurate picture of the situation prior to 1992. Company-level agreements were 
certainly not completely unknown in the 1980s, but they appear to have fulfilled a different 
function: firm-level wage negotiations tended to improve the conditions lied down in the 
collective bargain. In the 1990s, however, company-level agreements flourished as a result 
of the inability of the social partners to conclude valid collective agreements. The 
metalworking industry provides a case in point. Excluding the auto branch where company 
agreements have become very pervasive (Rodrigues, 2003) and foundry, a review of 
collective contracts concluded by FEM/CUT-SP between 1993 and 2003 reveals that 
decentralized (plant-level) agreements have been negotiated in lighting (group 10) in 2000 
and 2001, and in auto-parts in 2001 (SACC-DIEESE database).283 

 

Concluding Remarks 

 
This chapter has analyzed the impact of greater trade and FDI globalization on the 

institution of industry-wide bargaining in the German and Brazilian contexts. The main 

conclusion with respect to centralization is that trade and FDI globalization matter much 
for labor, but mainly indirectly by way of how globalization alters the way in which 
employers relate to one another and how they deal among themselves with centralization. 
Increased trade and FDI globalization has the ambivalent effect of both empowering large 
firms and rendering them more vulnerable to industrial strife, which in turn spurs a 

                                                 
282 In 2003 the collective contract in the auto parts branch stipulated two wage floors, one for firms with up 
till 100 workers (R$ 451) and one for firms with more than 100 workers (R$ 600) (FEM/CUT, 2003a). 
283 In a case study of the metalworking category in Campinas, Araújo and Githay (2003: 105) have found that 
plant-level negotiations have gained in importance to secure improvements in conditions and/or wage 
increases and other benefits above collectively agreed standards. 
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cleavage between SMEs and large firms as employers’ organizations under the auspices of 
large firms tend to take an accommodating stance towards union’s demands. The 
globalization-inspired dissatisfaction of SMEs over the course of collective bargaining 
politics – given how economic globalization disproportionately empowers large firms – is 
the main catalyst for change in the bargaining institution towards greater differentiation. 
One of the lessons is that labor strength alone in an era of deepening globalization can no 
longer prevent major adjustments in bargaining institution towards significant 
neoliberalization. 

As far as the ‘critical’ case of Germany is concerned, my claim is that economic 
globalization has contributed to the erosion of the German model of industrial relations 
much more and partly in different ways than conventional accounts on globalization and 
labor relations suggest. First, the advent of a network economy characterized by just-in-

time and lean production manufacturing methods�an element of international 
organizational learning�together with greater export-dependence�an element of 
economic globalization�have increased the large employers’ vulnerability to industrial 
stoppages. This has partly shifted the balance of power towards IG Metall, which in turn 
has taken advantage of this situation not so much to extract additional monopoly rents via 
aggressive wage bargaining, as Thelen and van Wijnbergen (2003) have it, but rather to 
impose upon employers their particular vision of collective bargaining based on limited 
flexibilization of the central contract. 

Second, against the background of such non-accommodating union policies, the 
unequal ability of German firms to alleviate costs by production relocation and to benefit 
from engaging in international trade has helped exacerbate existing conflict among SMEs 
and large firms about the desirability of reform of industry-wide bargaining while resulting 
in an ever smaller propensity of SMEs to be member in employers’ organizations in the 
1990s. By identifying the causes of the SMEs-large firm cleavage mainly in domestic 

processes, Thelen has here misspecified the source of the tension within employers’ 
organizations. Finally, and in a development that has so far remained largely unnoted, 
employers appear to have recently found in the OT strategy a partial solution to their 
vulnerability and coordination dilemmas. 

The globalization-inspired SMEs-large firms cleavage and the growing 
dissatisfaction of SMEs over the peak association’s response to union demands has also 
been instrumental in changing centralized bargaining in the metal industry of São Paulo. 

More specifically, inward FDI has helped nurture a cleavage between SMEs and large 
firms which became manifest already in the late 1980s: rising FDI increased the proportion 
of foreign corporations among the group of large firms, and this group has tended to show 
a preference for quick, yet more expensive settlements with the union, because they can 

afford it and in order to buy labor peace. And increased import competition helped trigger 
the initiative of the Automotive Chamber to support the crisis-riddled domestic car 
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industry, the unintended consequence of which brought to its climax SMEs dissatisfaction 
over the course of wage bargaining, paving the way for these employers and their allied 
organizations’ offensive against bargaining centralization. Furthermore, the developments 
in the metal industry in Minas Gerais and chemicals in São Paulo suggest that the 
constraints of economic globalization via changing employer relations are a general and 
important part of contemporary industrial relations in Brazil. 

One element in the comparative dimension should be emphasized here. In 
Germany, it is mainly outward FDI (or export-orientation for that matter) that has had a 

destabilizing effect on the domestic balance between SMEs and large firms. And in Brazil 
it is inward FDI (or import competition for that matter) that has upset the old harmony 
between small and large firms. This alludes to the different roles played by the two 
countries in the world economy: Germany is a developed country, abundant in capital and 

a net exporter of capital, whereas Brazil is a developing country, scarce in capital and a net 
importer of capital. This may well imply different patterns of globalization effects 
depending on whether a country is located at the sending or receiving end of economic 
globalization. In any event, in both very different settings, economic globalization (inward 
and outward FDI, and trade) has big implications for labor via employer associations. 
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Chapter Six.  Conclusions 
 

This study is different than existing studies on globalization and industrial relations 
in three important ways. First, through detailed process-tracing analysis it has been 
possible to capture hitherto neglected manifestations of globalization such as the potential 
for exit and competition encapsulated in how employers voice threats of foreign relocation 
and import competition, thereby providing a more encompassing and, therefore, more 
accurate picture of the consequences of globalization for organized labor. Second, focusing 
on works council and union bargaining as well as on the indirect consequences for labor 
via employers and their associations reveals multiple connections between globalization 
and industrial relations and the interplay between different bargaining levels. Third, it has 
brought under one roof an advanced industrial country and a developing country, on the 
premise that precisely there differences can help highlight an important set of globalization 
politics common to both. 

Regarding the ongoing controversy about whether economic globalization 
constrains, strengthens or has little to do with industrial relations, the study advances 
evidence supporting the first perspective. This result owes a lot to the consideration of less 
visible and direct faces of economic globalization -- i.e., ‘hidden’ globalization 
manifestations that are very difficult to study and for that reason often simply dumped by 
social scientists. The findings are consistent with a general picture of constraint, with the 
major exceptions of (strengthening) comparative advantage and ‘purchasing power’ 
ideology supporting union wage militancy, yielding higher wage increases or less wage 
concessions. And the study also shows that the effects of globalization for organized labor 

are similar in Germany and Brazil, despite immense differences in level of economic 
development, history, political economy, and industrial relation systems. 

More important than such a broad portrait of constraint, however, the study offers 
arguments and evidence supporting six claims about how globalization can be expected to 

affect labor organizations. First, globalization plays out differently across different levels 
of organized labor, with works council bargaining likely to be more strongly affected than 
union bargaining. Second, higher trade and FDI flows are likely to yield greater labor 
concessions, and broader measures capturing possibility as well as actuality of exit or 
competition (i.e., flows as well as openness) do reveal stronger effects for labor 
organization than measures focused on flows alone. Third, greater domestic capital 
mobility, which enhances employers’ bargaining power by providing them with the ability 
to play factories off against one another and, therefore, to whipsaw works councils and 
local unions to gain concessions, is mainly a byproduct of intensified international 
competition. Fourth, rising globalization affects labor indirectly via the strategies of 
employers’ organizations that adjust the industry-wide bargaining institution to the 
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growing cleavage between small and large firms. Fifth, comparative advantage and ideas 
of labor representatives mediate the relationship between globalization and wage 
bargaining: comparative advantage and ‘purchasing power’ ideology diminish the extent to 
which higher openness increases union moderation. Finally, the study suggests how plant-
level exit and voice interact, where past bite strengthens the credibility of employer 
barking, and where barking tends to be loudest when there is doubt about future bite. 

The story presented here casts serious doubts on earlier findings by ‘labor 
optimists’ regarding the sustainability of non-liberal capitalist institutions in the face of 

deepening economic globalization. How controversial this interpretation is might depend 
on which corner of comparative or international political economy one addresses. But to 
contend, in light of the existing scholarship, that globalization matters a lot and not in the 
direction expected by ‘labor optimists’ in the German coordinated-economy is not a 

truism, and to submit that it reduces the scope for industry-level labor politics even less so. 
The possibility remains that in international comparative perspective the effects of 
globalization may have been felt later than elsewhere due to the ‘embedded’ institutional 
setting. The other possibility, however, is that these effects are becoming manifest only 
because of the focus on the more subtle ways in which economic globalization can play 
out. It is likely that both propositions are true. 

In any event, I contend that the recent developments identified in the German 
context amount to a transformation of German industrial relations as a partial consequence 
of economic globalization. Indeed, the metalworking union’s defeat of 2003 and 
subsequent developments fully reveal the extent to which German industrial relations are 
changing following a logic similar to that identified two decades ago by Kochan et al. 
(1986) in the US: intensified international competition strengthens employer opposition to 
union demands that is leading to an employer-initiated transformation of industrial 
relations. 

The globalization-induced transformation has three aspects. First, apparent since 
the early 1990s is the decline or erosion of collective bargaining coverage as globalization 
drove a wedge between small and medium-sized firms on the one hand and large firms on 
the other. Employers organizations’ response of allowing a new form of affiliation called 
membership ‘without collective bargaining ties’ (Ohne Tarifbindung, OT) since the mid-
1990s has only accentuated that decline. The two other aspects relate to the events 
surrounding the 2003 (East) and 2004 (West) bargaining rounds in the metal industry. 

Whereas IG Metall has long been capable to control pressures for increased flexibilization 
by maintaining the scope of decentralization within limits (Bispinck, 1995: 11), this ability 
has been lost. To be sure, the industry-wide bargaining institution has not stood in the way 
of recent developments as pressures for decentralization have (once more) been 

accommodated by greater flexibilization of the central contract, but the functionality of the 
industrial relations system has been revived as a direct result of the collapse of certain 
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aspects of the ‘German model’. More specifically, and second, the new employer 
offensives led by large, globally-oriented firms—whether it is the plant-level practices 
directly hollowing-out the central agreement (i.e., downward drift) or the active (indirect) 
undermining of the sectoral collective agreement—are in clear discontinuity to earlier 
periods. 

Finally, employers’ success in redefining to their advantage parameters so central to 
IG Metall’s historical struggle provides a hard test of the institutional and ideational 
foundations of union power because of the strong meaning collective working time 

reduction has for IG Metall identity (Locke and Thelen, 1995). By an irony of fate, the 
events from June 2003 until June 2004 will be remembered in history as the episode 
reversing the secular trend toward working time reduction, representing nothing less than 
the defeat of the societal project of redistributing work through collective reduction of 

working time, of which IG Metall has been the staunchest supporter and the European 
pacesetter, and its substitution by the neoliberal paradigm of work time flexibilization. In 
any event, the findings clarify the nature of the challenge to the German model, while 
underscoring an erosion of central collective bargaining and a movement toward an Anglo-
American mode of regulation. This is not to say that the process of convergence toward 
one model of capitalism is ineluctable, but it certainly suggests that this possibility is more 
real than many have led us to believe. 

In Brazil we have also witnessed the transformation of industrial relations as a 
partial consequence of globalization. First, bargaining fragmentation has significantly 
changed the dynamic of collective bargaining in metal, yielding greater differentiation in 
conditions and weakening the union in the process. Second, against the background of 
indiscriminate trade liberalization, CUT’s landmark decision to participate in the 
Automotive Chamber in the early 1990s has come to symbolize CUT’s adoption of a less 
ideological and confronational unionism. This shift in union strategy, from a combative 

and oppositional unionism to a unionism of propositions, and from a socialist to a social-
democratic rhetoric, amounts to nothing less than a transformation of CUT. 

One intriguing finding has been the German metal employers’ tactical deployment 
of the OT strategy during the protracted industrial conflict in Eastern Germany in 2003, 
which reduced their vulnerability and ultimately sealed their victory. This development 
raises important questions about the future of German industrial relations. How can the 
large West German companies live with an institution that no longer entirely fulfills one of 

its most important missions, namely securing through a peace obligation the value added 
chain? Also, will employers use this tactic in the West? And if so, with what 
consequences? Are we witnessing the beginning of a more general revolt of large firms 
against centralized bargaining? 

It seems that large employers have not altogether abandoned traditional bargaining 
institutions. Employers continue to disagree among themselves about the desirability of 
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further de-centralization. The latest manifestation of such disagreement was in the 
aftermath of the ‘time is ripe’ bargaining round in the fall of 2003. There, discounting the 
CDU/CSU proposal, the peak industry association BDI and the VDMA as representatives 
of the interests of the small and medium-sized employers (or Mittelstand) on the one hand 
and the BDA and Gesamtmetall as representatives of the interests of large companies on 
the other opposed each other by putting forward different reform concepts.284 BDI 
president Michael Rogowski, the most forceful spokesman for the radical reform project, 
called for the abolition of § 77, 3 of the Works Constitution Act 

(Betriebsverfassungsgesetz, BetrVG) that prevents works councils from negotiating over 
wages and hours. The aim was to create regulatory competition between plant- and 
sectoral-level collective agreements by allowing circumventing the trade union’s veto 
right. The BDA and Gesamtmetall strongly opposed such proposals out of fear of the de-

centralization of collective bargaining to the company or plant level (Verbetrieblichung der 
Tarifpolitik). Instead, they sought an amendment to § 4, 3 of the Collective Agreements 
Act (Tarifvertragsgesetz, TVG), also known as the favorability principle (or 
Günstigkeitsprinzip), in order to allow a broader interpretation of what is considered 
‘favorable’ for a worker, including that job security can be a legally valid consideration in 
determining whether it is favorable to deviate from the central contract. Concretely, in case 
of economic hardship employers would be entitled to deviate from the collective 
agreement (e.g., by paying below the official rate or increasing hours) if in return they 
commit to secure employment. 

Even so, by introducing differentiated timetables for negotiations, the 2003 
developments may encapsulate the seeds of diminishing returns of the institution 
purposively assuring social peace, thereby changing the cost/benefit of membership in 
employers’ associations. And the risk of large companies leaving the employers’ 
association is greater in firms with overall low unionization rate, because these firms fear 

individual conflicts with the union less. A case in point is Siemens where the top manager 
has recently threatened with leaving the employers’ organization (see Chapter Five) -- a 
première in the history of the company, as in the past Siemens officials have always 
publicly backed the institution of industry-wide bargaining, even though they have also 
often criticized it. Clearly, employers have shown readiness to subordinate social peace to 
concerns with international competitiveness and they might well behave similarly in the 
future if confronted with declines in such competitiveness or any union initiative 

increasing total labor costs. Analyzing the causes of IG Metall defeat, Gesamtmetall 
(2003e) has stressed that ‘our organizational and political reaction to the strike has made 
attacks on us more difficult’, reserving itself the right to behave identically in the West. IG 
Metall is aware of the danger (Schuckmann, 2003: 8). 
                                                 
284 BDI: Federal Association of German Industry; BDA: Confederation of German Employers’ Associations; 
VDMA: Association of German Machine and System Builders. 
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This dissertation has debated the viability of the German model mainly in its 
manifestation in the metal industry and with reference to two other industries, but in any 
event it has focused on that part of the economy most exposed to international competition 
and characterized by capital mobility, a part that is shrinking in terms of employment 
(excluding services). But what is the external validity of the findings for the more-sheltered 
sectors of the economy? Do these sectors display more regulated and generous conditions 
than we would expect? Non-exposed sectors where exit threats are less relevant or credible 
do show different patterns of labor politics than exposed sectors. For instance, labor 

relations in the public sector have remained very stable and bargaining highly centralized 
(Keller, 2004) -- although there are first signs that this is changing as a result of the 
government’s fiscal crisis (e.g. repeated breach of the Stability and Growth Pact) 
(Handelsblatt, 2005b). But working in a less exposed sector is no guarantee for stability 

and generosity of conditions, since concession bargaining can spread by example from 
exposed to more sheltered industries. Rehder (2003: chapters 4 and 5) has shown that the 
first wave of plant-level concession bargaining (until 1995) occurred almost exclusively in 
the manufacturing industries (with the notable exception of Lufthansa), but through a 
contagion effect it reached public utilities, telecommunication, railways and the financial 
sector (banks, insurance companies)�albeit in a context of privatization, national and 
European de-regulation�in the second half of the 1990s. And in the construction industry 
there is evidence that another face of globalization, namely labor mobility (i.e. foreign 
workers on German construction sites), has undermined the collective agreement (Behrens 
and Jacoby, 2004: 112-7). These are strong hints, in other words, that the constraints of 
direct and indirect manifestations of economic globalization are a general and important 
part of contemporary industrial relations in Germany. 

Furthermore, the trends in Germany and Brazil are also visible in other countries. 
For instance, the works council argument finds empirical support in the Netherlands -- 

whose system of employee participation is closest to that of Germany. Van der Meer et al. 
(2004) show that, facing increased internationalization of product and capital markets, 
eight multinationals from four sectors increasingly apply elements of Anglo-American 
working conditions, with no significant difference between Dutch and non-Dutch firms. 
And in a recent survey of companies with works councils, Looise and Drucker (2003) find 
that works councilors in Dutch MNCs report a significantly lower influence over personnel 
policy than those in companies mainly operating on the domestic market, and suggest that 

the most plausible explanation for the marked decrease in perceived works councils 
influence (by both managing directors and works councilors) on working conditions 
between 1985 and 1998 lies in the internationalization of Dutch firms and economy. To 
illustrate another argument, in the United States rising imports and inward FDI in the 

automobile industry triggered sharper domestic inter-site competition and heightened 
competition between local unions involving concession bargaining as domestic producers 
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diversified their assembly plants by moving away from the American Midwest (Katz, 
1993: 11; Goodman et al., 1996: 579-84). 

The example of the US also reminds us that globalization appears to play out 
similarly across different worlds of industrial relations regimes, even in cases that do not 
know two distinctive channels of employee representation. Yet, there are good reasons to 
believe that the magnitude of globalization effects on trade unions is stronger in industrial 
relations systems lacking an independent plant-level worker representation. In such 
systems, local unions represent the interests of workers in negotiations with management 

over plant-level matters. This closeness to the plant means that local unions experience the 
same sort of incentive structure as works councils elsewhere: essentially they are 
confronted with pressures to organize flexibility in order to achieve a smooth running of 
production and thereby even out the vagaries of domestic and international markets. But 

they also make first-hand experiences with the hard realities of business, and more 
generally they may learn that success often depends on cooperation with management and 
pragmatism. Local union’s direct involvement in such factory experience is likely to 
feedback into union politics more generally. The trajectory of industrial unionism in the 
US appears consistent with such an interpretation (Kochan et al., 1986; Cappelli, 1985, 
Katz, 1993). 

This study has addressed the role of globalization by placing the analysis in the 
debate about globalization versus, or in addition to, domestic politics. But one of the 
limitations of a study like this one is that the researcher can hardly replicate the alternative 
explanatory variables by using an in-depth process-tracing analysis. Clearly, quantitative 
methods would provide a way forward here as these methods are meant to estimate the 
causal weight of variables (see below). And yet this qualitative study provides some 
insights into the question of globalization versus or in addition to domestic factors. First, 
my analysis has shown that while globalization matters, it usually matters alongside other 

domestic-politics factors. Recall for instance how the institutionalized monetarism as 
imposed by the Bundesbank from 1974 onwards or the collective reduction in hours led to 
moderate wage developments, or how domestic power politics between IG Metall and 
Gesamtmetall but also within the trade union movement between ‘modernists’ and 
‘traditionalists’ complicated the union’s efforts to equalize conditions across Germany in 
2003. Likewise in Brazil, by bringing down inflation and overvaluing the currency the 
Real Plan dramatically changed the macro-economic environment and as a consequence 

the logic of wage bargaining. 
Second, my study also suggests that de-industrialization appears to be an extremely 

important domestic source of economic risks. De-industrialization refers to the decline in 
industrial employment and the shift towards a service economy. It is mainly caused by 

skill-biased technological change such as greater capital intensity of production, 
productivity improvements that result in labor shedding when productivity gains exceed 
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economic growth, and changing consumption patterns including the saturated demand for 
products from the traditional sectors of the economy. The main labor market consequence 
is a reduction in the demand for low-skilled workers. 

Let me illustrate with several examples taken from my study how de-
industrialization is challenging organized labor and traditional, organized forms of 
industrial relations arrangements. At Siemens in Germany, the white- to blue-collar ratio 
changed from 37:63 to 70:30 between 1970 and 2002, rendering employees more 
heterogeneous and politically fragmented. Engineers, project managers and skilled workers 

more generally may have a preference for longer hours to get the returns on their 
investment in education, reduce unpaid overtime, or simply because they enjoy their work. 
In any event, this puts the one-fits-it-all 35 hours project under considerable strain. 

Also, economic growth in the economy as a whole has been lagging behind 

productivity increases in the metal industry for every single decade between 1971 and 
2000 as well as over the period 2001-2004. While it is true that the increase in average 
productivity in metalworking has been decreasing since the early 1970s, it rebounded 
significantly in the 1990s (5.3 percent compared to 4.4 in the 1970s, 3.0 in the 1980s, and 
2.7 over 2001-2004). Even considering somewhat higher average economic growth rates to 
take into account the fact that the German metal industry earns much of its turnover in 
foreign markets that grow quicker than the domestic market, productivity improvements 
have yielded a significant amount of labor shedding. When the workforce risks to be made 
redundant, it tempers the militancy of works councils or unions alike. To take yet another 
example, de-industrialization in Eastern Germany weakened the regional anchorage of IG 
Metall, perhaps rendering a victory there nearly impossible. Similarly in Brazil, the 
employment decline in the industrial suburb of São Paulo by about 2/3 between 1990 and 
2002, from 150,000 to 55,000 employees, is likely to be the result of a mix of economic 
globalization and de-industrialization (i.e., productivity increases). 

This also raises the question of the relationship between de-industrialization and 
globalization. Some authors suggest a causal arrow going from globalization to de-
industrialization, where trade and FDI competition create strong pressures for 
technological innovations enhancing productivity (Rodrik, 1997; Wood, 1994). For 
instance, increases in the elasticity of labor demand (via the exit option) trigger a higher 
capital/labor ratio, especially in factories and industries characterized by high asset 
specificity. Such dynamics appear to have unfolded in some of the factories investigated, 

such as A&D in Erlangen (F-80), ICM in Bocholt or BSH in Dillignen, all characterized by 
high physical and human asset specificity (i.e., strong integration of R&D and production 
areas) and labor-saving technological change. In short, the two processes appear 
intertwined, though in complicated ways that need further investigation. 

It is worth elaborating a bit further on the different faces of economic globalization. 
Some have suggested that the greater international penetration of financial markets (i.e., 
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portfolio investments) presents organized labor with the greatest challenge. My research 
suggests that greater shareholder value orientation of firms has almost certainly increased 
the pressure on labor to reduce costs, but that FDI and trade-induced concession bargaining 
cannot be reduced to an epiphenomenon of portfolio globalization. Take the case of 
Siemens. There the decisive step towards shareholder value orientation was made in 
November 1998, but my plant-level analysis shows there were numerous instances of 
concession bargaining in Siemens prior to that date, such as the works agreement at Med 
Erlangen in September 1997, the ‘Vario 4’ shift model at A&D Cham in July 1998, the 

1994 and 1997 agreements at BSH, etc. Further, there remain some open questions as to 
why one particular face of globalization matters more in a certain case or context rather 
than another. For instance, why does FDI trigger greater concession in plant-level 
bargaining than trade, and why does comparative advantage seems to matter more in union 

as opposed to works council bargaining? That works council perceptions of economic 
insecurity and concessions are better accounted for by FDI than by trade may reflect the 
more visible nature of FDI: FDI may awaken a greater sense of vulnerability among 
workers and works councilors because it conveys a more powerful and real image of 
adjustment risks (trade competition being more diffuse and less visible). And one reason 
why change in comparative advantage matters more in union bargaining may be that wages 
are a more divisive issue than non-wage working conditions: only a threat that is common 
to capital and labor, such as a decline in comparative advantage, is likely to bring together 
employers and unions to cooperate over a divisive issue. 
 
Future Research 

For reasons that are by now obvious to the reader this thesis has used qualitative 
methods. While case study methods are particularly good at identifying omitted variables 
or hidden and more subtle manifestations of variables through process-tracing, inherent 

limitations include selection bias and an inability to estimate the causal weight of 
variables. In other words, there are trade-offs involved in using different research 
methods, and therefore a combination of different methods is likely to give a fuller picture 
of social reality. To address the inherent shortcomings of qualitative methods, it would 
thus be worthwhile considering large-N statistical research. Two directions for future 
research appear particularly promising. First, to improve the external validity of my 
argument on works council bargaining, statistical research could broaden the analysis to 

cover a greater number of firms and economic sectors that vary in their exposure to 
international competition. Second, broadening up somewhat the scope of the existing 
analysis, research into the micro-foundations of the relationship between globalization and 
labor by way of individual-level panel data analysis would allow us to gain insights into 

the question of workers’ responses to economic globalization. 



 201 

To start with, there is a readily available data set to test the works council findings 
in the German context. The Establishment Panel of the Institute for Labor Market Research 
(IAB-Betriebspanel, Institut für Arbeitsmarkt- und Berufsforschung) of the Federal Labor 
Office (Bundesanstalt für Arbeit), established in 1993, annually surveys thousands of 
establishments from all sectors of the economy. Data is gathered in personal interviews 
with the owners or managers of the establishment. Since the purpose of the data is to serve 
the needs of the Federal Labor Office, its focus is on a broad range of employment-related 
matters such as level and composition of employment, labor turnover, wages, working 

time, training, investments and subsidies. More specifically, research would investigate 
how different economic globalization measures affect establishment-level bargaining over 
a broad range of working time issues (e.g., weekly standard hours, overtime, work time 
flexibilization), non-standard employment, payment systems, and patterned bargaining. 

Although the IAB Establishment Panel does not provide measures of economic openness at 
the disaggregated level of factory (with the exception of foreign sales), using the firm’s 
current sector of employment one can compile industry-level measures of trade and FDI 
openness using foreign trade, production and employment statistics found in several 
Statistisches Bundesamt and Deutsche Bundesbank databases. It would also be worthwhile 
testing the validity of the argument beyond Germany. 

The second proposed axis of research is motivated by the possible discrepancy that 
may exist between the preferences of workers and their representatives over labor market 
issues. Recall that the yardstick used to assess concession bargaining in plant-level 
outcomes has mainly been the works council’s (and by extension the union’s) position on 
the matter. But workers may think differently, and increasingly so under deepening 
globalization. So how do workers respond to global economic integration? While the 
globalization literature has recently taken the promising turn of looking at how economic 
openness affects individual attitudes relevant to demands for labor market and welfare 

policies, existing research has scarcely gone beyond basic disagreement over whether 
globalization matters for such politics (Scheve and Slaughter, 2004; Burgoon, 2005; 
Sousa-Poza, 2004; Kramer et al., 2000). We still lack answers to fundamental questions 
about individuals’ preferences and political attitudes and how these might be rooted in 
openness. For instance, do workers perceive employment risks related to increased 
international competition? Does such perception of economic insecurity result in workers’ 
willingness to accept lower wages (or longer hours for that matter)? Or alternatively, do 

workers demand a wage premium to compensate for working in a riskier environment? We 
also lack empirics to reveal how job (e.g. education level, qualification) and industry 
characteristics as well as national labor-market institutions mediate the links from trade 
and FDI to worker insecurity and from perceptions of economic insecurity to worker labor 

market demands (Scheve and Slaughter, 2004). 
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The WageIndicator project, hosted at the Amsterdam Institute of Advanced Labour 
Studies of the University of Amsterdam, is one possible source for such an analysis. After 
early success in the Netherlands, it was extended to eight EU member states in 2004 and 
six non-EU countries in 2005. It consists of an online questionnaire that records detailed 
information about employment-related matters such as occupation and industry, work time, 
wages, employment history, and surveys employees opinion on a wide range of 
employment issues, including job security. For instance, a research design combining 
Germany, Denmark, the UK, and Brazil, countries that vary significantly in the degree of 

labor markets flexibility (e.g., corporatism, active vs. passive labor market policies), would 
allow to test whether national labor market institutions mediate the relationship between 
economic openness and worker insecurity, with the expectation that in countries with less 
flexible labor markets, increases in economic openness might not, or to a lesser extent, 

alter the employment risks workers face. 
It may also be interesting to undertake large-N statistical analysis of the relationship 

between globalization and wages to improve the external validity of my argument on 
globalization and union wage bargaining, especially to test whether changes in an 
industry’s comparative advantage are associated with movements in real wages. More 
generally, future quantitative research into globalization and organized labor in the 
developed and developing worlds could broaden the analysis to include more aspects of 
industrial relations (e.g., union density), labor market policies involving legislative politics 
(e.g., unemployment insurance), and more faces of economic globalization (e.g., portfolio 
investments). 

Finally, this thesis has assigned a major role to large firms and employers’ 
organizations, suggesting that they provide an important key to contemporary change in 
industrial relations: globalization permeates national industrial relations systems via 
employers. As globalization is likely to continue, future research will have to more fully 

specify the trade-offs that employers face, and identify the conditions that adjudicate how 
employers deal with these trade-offs. One particularly intriguing research question here is 
how ‘fundamental’ or instead how ‘superficial’ the changing attitude of large firms 
towards the sectoral collective agreement (Flächentarifvertrag) is? Is this the beginning of 
the testing of new behaviors within old institutions as a result of deepening international 
competition (i.e. institutional displacement; cf. Streeck and Thelen, 2005)? Are Germany’s 
largest firms presently flirting with the idea of active cultivation of the OT strategy? More 

generally, have the meanings and functions that large firms attach to the industry-wide 
bargaining changed over longer periods of time (i.e. institutional conversion)? A working 
hypothesis is that while the Flächentarifvertrag has long served the purposes of controlling 
wage competition (especially for skilled workers) and securing labor peace, today, for an 

increasing number of large firms, its major function is to fulfill societal expectations given 
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the social and political support still existing for the Flächentarifvertrag in order to secure 
reputational and political advantages. 
 
Policy Implications 

What are the policy lessons to be learnt from this study? One conclusion that, it 
seems to me, is not stressed enough in contemporary discussion in Germany is that 10-15 
years of plant-level concession bargaining related to globalization pressures has meant big 
and incessant sacrifices for workers, both in terms of money and intensification of work. 

The debate about the reform of the favorability principle (see above) seems to overlook the 
fact that works councils’ freedom to choose has been dramatically reduced as employers 
have harnessed the forces of globalization to coerce labor to cooperate. The risks of 
extortion (Erpressung) of workforces and their representatives by employers are real. 

Therefore, further de-centralization along the lines of a modification of the favorability 
principle as it is currently proposed by employers, that is granting the plant-level partners 
the possibility to deviate from the central contract by bypassing the union’s veto right, is 
not desirable. 

One of the interesting findings of this study has been to identify an abyss between 
IG Metall’s own justification of its wage bargaining strategy under openness and the actual 
facts. To put it differently, it remains puzzling to see the determination with which IG 
Metall dismisses the idea that its wage bargaining is responsive to globalization when there 
is evidence that the wage settlements are influenced by variation in the industry’s 
comparative advantage. In light of this, IG Metall’s own claim that it has continued to 
support a ‘purchasing power’ ideology during the 1990s sounds pretty hollow. One may 
speculate why IG Metall sticks to such an obstinate position. One reason may have to do 
with the macro-economic conditions under EMU. Germany being by far the largest 
European economy, IG Metall fears that stepping back from militant rhetoric may fuel a 

downward wage spiral, as it would send a strong signal to unions in neighboring countries, 
putting them under considerable pressure to follow a similar competition-oriented wage 
bargaining strategy to remain successful in export markets. 

In any event, the side-effect of IG Metall’s vigorous (rhetorical) defense of 
‘purchasing power’ ideas is that German employers have bought into this argument. 
Indeed, it is very common among German employers to think that IG Metall’s wage 
bargaining policy is irresponsible, and indeed unresponsive to the challenge posed by 

market integration. But the facts clearly belie such interpretation. If IG Metall was to 
acknowledge publicly that its ‘purchasing power’ rhetoric today amounts to no more than 
just rhetoric, it would to a large extent break up the deadlock between the social partners as 
employers and Gesamtmetall would in turn have to acknowledge that IG Metall has 

actually already done plenty to accommodate globalization. This would cost the union very 
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little in terms of lower wages, but it would create the conditions for a renewed commitment 
of employers to the German production location (Standort Deutschland). 

The findings also suggest that globalization’s implications are not inevitable, that 
actors’ strategies matter. The lessons to be learnt from the 2003 bargaining round for 
domestic union politics is that the miscalculation in the use of power in times of 
globalization may be extremely damaging, with effects that may spill over to other national 
political economies (e.g., the increased pressure on the French unions to flexibilize the 35 
hours; Le Monde, 2004b), all calling for greater caution in the exercise of that power. Even 

so, unless global economic integration is accompanied by increased international unionism 
in the form of deepening social clauses/standards or some kind of transnational collective 
bargaining coordination, it is hard to see an end to the dwindling influence of national 
unions, and this has now become a bitter truth even for Europe’s most powerful and 

influential national trade union. Since Europeanization seems currently to present the 
greater challenge, unions might find it wise to reactivate and deepen the EU social 
dialogue and the cross-border collective bargaining networks. 

The prospects for European-wide collective bargaining coordination and/or 
regulation may be better today than at any time since the days when Jacques Delors headed 
the EU-commission. In its latest social agenda, the EU-commission announced plans to 
foster transnational collective bargaining. According to a draft Directive that is currently in 
the making, large firms operating cross-nationally in Europe should negotiate collective 
agreements at the European, rather than national, level. And more importantly, these 
agreements should play a pace-setting role for transnational collective bargaining at the 
sectoral level (Handelsblatt, 2006a). In other words, the EU political elite seems 
increasingly aware of the challenge that economic globalization is posing to the European 
social models. The European trade unions appear to have found in the EU-commission a 
precious ally in their quest for transnational employment regulations, but ultimately it 

depends on them whether this political momentum will be remembered more than another 
lost opportunity. 

 
 
 
 
 

 
 
 
 

 



 205 

Annex 
 





 207 

References 
 

Abowd, J.A. and Lemieux, Th. (1993) ‘The effects of product market competition on 
collective bargaining arrangements: the case of foreign competition in Canada’, The 

Quarterly Journal of Economics, November, 983-1014. 
Abraham, K.G. and Houseman S.N. (1995) ‘Earnings Inequality in Germany’, in R.B. 

Freeman and L.F. Katz (eds) Differences and Changes in Wage Structures. 
Chicago: University of Chicago Press. 

Abreu, A.R. de P., Beynon, H. and Ramalho J.R. (2000) ‘‘The Dream Factory’: VW’s 
Modular Production System in Resende, Brazil’, Work, Employment & Society, 
14(2): 265-82. 

Acemoglu, D., Aghion, Ph. and Violante, G.L. (2001) ‘Deunionization, Technical Change 
and Inequality’, paper prepared for the Carnegie-Rochester Conference Series of 
Public Policy, February. 

Adamson, D. and Partridge, M. (1997) ‘The Influence of International Trade on Union 
Firm Hiring and Worker Union Choice’, in S.D. Gupta (ed.) The Political Economy 

of Globalization. Boston: Kluwer. 
Allen, Ch.S. (1989) ‘The Underdevelopment of Keynesianism in the Federal Republic of 

Germany’, in P. Hall (ed.) The Political Power of Economic Ideas: Keynesianism 

across Nations. Princeton: Princeton University Press. 
Alt, J.E., Gilligan, M.J., Rodrik, D. and Rogowski, R. (1996) ‘The Political Economy of 

International Trade’, Comparative Political Studies, 29(6): 689-717. 
ANFAVEA (2005) Anuário da Indústria Automobilística Brasileira. São Paulo: 

Associação Nacional dos Fabricantes de Veículos Automotores. 
ANFAVEA (2002) Anuário Estatístico da Indústria Automobilística Brasileira. São Paulo: 

Associação Nacional dos Fabricantes de Veículos Automotores. 
Anner, M. (2002) ‘Between Economic Nationalism and Transnational Solidarity: Labor 

Responses to Internationalization and Industrial Restructuring in the Americas’, 
paper prepared for 2002 Annual Meeting of the American Political Science 
Association, Boston, August 29 – September 1. 

Antunes, R. (1992) A Rebeldia do Trabalho. O Confronto Operário no ABC Paulista: as 

greves de 1978/80 (2nd edition). Campinas: Unicamp. 
Araújo, A.M.C. and Gitahy, L. (2003) ‘Reestruturação Produtiva e Negociações coletivas 

entre os metalúrgicos paulistas’, Idéias, 9(2)-10(1): 65-111. 
Araújo, A.M.C., Cartoni, D.M. and Mello Justo, C.R.D. (2001) ‘Reestruturação Produtiva 

e Negociação Coletiva nos Anos 90’, Revista Brasileira de Ciências Sociais, 
16(45): 85-112. 

Arbache, J.S. (2001) ‘Unions and the Labor Market in Brazil’, July. 



 208 

Arbache, J.S. (1999) ‘Does Trade Liberalization Always Decrease Union Bargaining 
Power?’, preliminary version, July. 

Arbache, J.S., Dickerson, A. and Green, F. (2004) ‘Trade Liberalization and Wages in 
Developing Countries’, The Economic Journal, 114, February, 73-96. 

Arbix, G. (1996) Uma Aposta no Futuro: Os primeiros Anos da Câmara Setorial da 

Indústria Automobilística. São Paulo: Scritta. 
Bahnmüller, R. (2002) ‘Diesseits und jenseits des Flächentarifvertrags. Entgeltfindung und 

Entgeltstrukturen in tarifgebundenen und nicht tarifgebundenen Unternehmen’, 

Industrielle Beziehungen, 9(4): 402-24. 
Bahnmüller, R. (2001) ‘Stabilität und Wandel in der Leistungsentlohnung’, WSI-

Mitteilungen 54(7): 426-33. 
Baldwin, R.E. and Martin, P. (1999) ‘Two Waves of Globalization: Superficial 

Similarities, Fundamental Differences’, in H. Siebert (ed.) Globalization and 
Labor. Tübingen: Institut für Weltwirtschaft an der Universität Kiel, Mohr Siebeck. 

Bamber, G.J., Lansbury, R.D. and Wailes, N. (eds) (2004) International and Comparative 

Employment Relations: Globalization and the Developed Market Economies (4th 
edition). London: Sage. 

Barbosa, M. dos Santos, (2003) Sindicalismo em Tempos de Crise: A experiência na 

Volkswagen do Brasil. Santo André: Alpharrabio. 
Barros, M.R. (1999) Labour Relations and the New Unionism in Contemporary Brazil. 

Basingstoke: Macmillan Press. 
Beaucage, A. (2000) ‘Négociation concessive et concurrence sur le marché du produit: 

L’expérience du secteur manufacturier canadien’, Relations industrielles 55(1) : 96-
132. 

Behrens, M. and Jacoby, W. (2004) ‘The Rise of Experimentalism in German Collective 
Bargaining’, British Journal of Industrial Relations, 42(1): 95-123. 

Berger, S. (1996) ‘Introduction’, in S. Berger and R. Dore (eds) National Diversity and 
Global Capitalism. Ithaca: Cornell. 

Berman, E., Bound, J. and Machin S. (1998) ‘Implications Of Skill-Biased Technological 
Change: International Evidence’, The Quarterly Journal of Economics, 
113(4):1245-79. 

Bispinck, R. (1995) ‘Tarifpolitik in der ersten Hälfte der 90er Jahre: Eine zwiespältige 
Bilanz’, in B. Bispinck (ed.) Tarifpolitik der Zukunft: Was wird aus dem 

Flächentarifvertrag. Hamburg: VSA-Verlag. 
Bispinck, R. and Schulten, T. (2002) ‘Germany: Problems of a Competition-oriented 

Collective Bargaining Policy’, in P. Pochet (ed.) Wage Policy in the Eurozone. 
Brussels: Peter Lang. 

Blass, L.M. da Silva (1998) ‘Jornada de Trabalho: uma regulamentação em múltipla 
escolha’, Revista Brasileira de Ciências Sociais, 13(36): 67-78. 



 209 

Bluhm, K. (2001) ‘Exporting or Abandoning the ‘German Model’?: Labour Politics of 
German Manufacturing Firms in Central Europe’, European Journal of Industrial 

Relations, 7(2): 153-73. 
Bluhm, K. and Dörrenbächer, Ch. (2003) ‘Systematischer Modelltransfer oder emergenter 

Wandel? Standortentwicklung und Arbeitspolitik des Siemenskonzerns in Mittel- 
und Osteuropa’, in Ch. Dörrenbächer (ed.) Modelltransfer in Multinationalen 

Unternehmen. Strategien und Probleme grenzüberschreitender Konzernintegration. 
Berlin: Sigma. 

Boito, A. (1994) ‘De Volta para o Novo Corporativismo: a trajetória política do 
sindicalismo brasileiro’, São Paulo em Perspectiva, 8(3): 23-8. 

Boito, A. (1991) ‘Reforma e Persistência da Estrutura Sindical’, in A. Boito Jr. (org.) O 
Sindicalismo Brasileiro nos Anos 80. Rio de Janeiro: Paz e Terra. 

Bordo, M., Eichengreen, B. and Irwin, D. (1999) ‘Is Globalization Today Really Different 
from Globalization a Hundread Years Ago?’, in D. Rodrik and S. Collins (eds) 
Brookings Trade Forum 1999. Washington: Brookings Institutions Press. 

Borrmann, Ch., Dennig, U., Jungnickel, R., Keller, D. and Koopmann G. (2001) Standort 

Deutschland im internationalen Verbund, HWWA, Bd. 67. Baden-Baden: Nomos. 
BSH/BSHG (various years) Annual Report. Munich: BSH. 
BSH (2003), Internet download, 2 October, http://www.bsh-group.com 
BSH (2002) ‘Information. Fabrik Dillingen’. 
BSH (2000) ‘Gruppen Arbeit. Lernen voneinander – arbeiten miteinander mit dem Ziel der 

ständigen Verbesserung’. Dillingen: BSH. 
Brasmotor (1999) ‘O Grupo Brasmotor na América Latina’, 23, Ano IV, Abril. 
Bratsberg, B. and Ragan Jr., J.F. (2002) ‘Changes in the Union Wage Premium by 

Industry’, Industrial and Labor Relations Review, 56(1): 65-83. 
Brock, E. and Dobbelaere, S. (2003) ‘Has International Trade Affected Workers’ 

Bargaining Power?’, LICOS Discussion Papers, 136, Katholieke Universiteit 
Leuven. 

Bronfenbrenner, K. (2000) ‘Uneasy Terrain: The Impact of Capital Mobility on Workers, 
Wages, and Union Organizing’, submitted to the U.S. Trade Deficit Review 
Commission, September 6, New York State School of Industrial and Labor 
Relations, Cornell University. 

Burgoon, B. (2005) ‘The Demand Side of Globalization Politics: International Trade and 

the Contingency of Welfare Demands in Europe’, Paper presented at the annual 
meeting of the American Political Science Association, Washington, DC, 
September 1-4. 

Burgoon, B. (2001) ‘Globalization and Welfare Compensation: Disentangling the Ties that 

Bind’, International Organization, 55(3): 509-51. 



 210 

Burgoon, B. and Jacoby, W. (2002) ‘Amerikanische Gewerkschaften und Einwanderung – 
eine schwierige Umarmung’, WSI-Mitteilungen, 55(10): 566-77. 

Calmfors, L. and Driffill, J. (1988) ‘Bargaining structure, corporatism and macroeconomic 
performance’, Economic Policy, 3: 14-61. 

Cameron, D. (1978) ‘The Expansion of the Public Economy’, American Political Science 

Review, 72(4): 1243-61. 
Cappelli, P. (1985) ‘Plant-level Concession Bargaining’, Industrial and Labor Relations 

Review, 39(1): 90-104. 

Cardoso, A.C.M. (1998) Emprego: estratégias e ação sindical nos anos 90 – o caso dos 
metalúrgicos do Estado de São Paulo. Tese de Mestrado, Departamento de Ciência 
Política na Faculdade de Filosofia, Letra e Ciências Humanas, Universidade de São 
Paulo. 

Cardoso, J.C. (2001) ‘Crise e Desregulação do Trabalho no Brasil’, Instituto de Pesquia 
Econômica Aplicada (IPEA), Texto para discussão No.814. 

Carneiro, F. G. and Henley, A. (1998) ‘Wage Determination in Brazil: The Growth of 
Union Bargaining Power and Informal Employment’, The Journal of Development 

Studies, 34(4): 117-38. 
Caves, R.E. (1995) ‘The Multinational Enterprise as an Economic Organisation’, in J.A. 

Frieden and D. Lake (eds) International Political Economy: Perspectives on Global 

Power and Wealth (3rd edition). New York: St. Martin’s Press. 
Checchi, D. and Lucifora, C. (2002) ‘Unions and labour market institutions in Europe’, 

Economic Policy, 17(35): 362-408. 
Checchi, D. and Visser, J. (2005) ‘Pattern Persistence in European Trade Union Density: A 

longitudinal analysis 1950-1996’, European Sociological Review, 21(1): 1-21. 
Choi, M. (2001) ‘Threat Effect of Foreign Direct Investment on Labor Union Wage 

Premium’, Political Economy Research Institute Working Paper No.27. 

Cline, W.R. (1997) Trade and Income Distribution. Washington, D.C.: Institute for 
International Economics. 

CNM/CUT (2004) ‘Perfil dos Setores do Ramo Metalúrgico’, São Paulo: CNM/CUT-
DIEESE. 

Cooke, W.N. and Noble, D.S. (1998) ‘Industrial Relations Systems and US Foreign Direct 
Investment Abroad’, British Journal of Industrial Relations, 36(4): 581-609. 

Cunha, A.M. da (2003) As Novas Cores da Linha Branca: Os Efeitos da 

Desnacionalização da Indústria Brasileira de Eletrodomésticos nos Anos 1990. 
Tese de Doutoramento, Instituto de Economia/Campinas. 

Das Bullauge (various issues), Miele works council information sheet, Gütersloh. 
Dauderstädt, M. (2004) ‘Standortkonkurrenz, Arbeitsplatzexport und Beschäftigung’, 

September, 1-8. Bonn: International Policy Analysis Unit, Friedrich Ebert Stiftung. 



 211 

Davidson, C. and Matusz, J. (2004) International Trade and Labor Markets. Theory, 

Evidence, and Policy Implications. Kalamazoo, Michigan: W.E. Upjohn Institute 
for Employment Research. 

Delius, F.C. (1972) Unsere Siemens-Welt: Eine Festschrift zum 125jährigen Bestehen des 

Hauses S.. Berlin: Klaus Wagenbach. 
Der Spiegel Online (Der) (2004) ‘Jetzt will Siemens Tabula rasa machen – Interview mit 

IG-Metall-Vize Huber’, April 2. www.spiegel.de/wirtschaft/0,1518,293624,00.html 
Der Spiegel Online (2003) ‘Auch Siemens droht mit Abzug aus dem Osten’, 21 June. 

www.spiegel.de/wirtschaft/0,1518,254035,00.html 
Deutsche Bundesbank (various years) Kapitalverflechtung mit dem Ausland, Statistische 

Sonderöffentlichung 10. Frankfurt am Main: Deutsche Bundesbank. 
Diário do Grande ABC (2001a) ‘Multibrás anuncia saída do ABC’, 1 fev. 

Diário do Grande ABC (2001b) ‘‘Relação com sindicato sempre foi precária’’, 8 fev. 
Diário do Grande ABC (1997) ‘Ping Pong’, 10 junho. 
Diário do Grande ABC (1996) ‘Multibrás terá redução de jornada a partir de junho’, 19 

abril. 
Diário do Grande ABC (1992a) ‘Brastemp fecha fábrica de fogões em S. Bernardo e 

demite 756 empregados’, 4 agosto. 
Diário do Grande ABC (1992b) ‘Demissões em massa começaram em outubro’, 4 agosto. 
Diário do Grande ABC (1991) ‘Brastemp fala sobre futuro’, 20 dez. 
Die Spritze (various issues), Siemens Med works council information sheet, Erlangen. 
Die Tageszeitung (1993) (Schroeder W., Kowalsky W., and Schabedoth H.-J.), ‘Die 

Gewerkschaften in Zeiten der Massenarbeitslosigkeit: Ein epochaler Wandel’, 18 
Dez. 

Die Welt (2004) ‘Verantwortungsloser Stellenabbau’, 26 März. 
DIEESE (2003) Do Holerite às Compras. Remuneração, preços e poder aquisitivo do 

tempo de trabalho em 17 municípios com produção automobilística no Brasil. 
Subseções DIEESE – SMABC e CNM, June. 

DIEESE/SMABC (1991) ‘Brastemp: Productos Modernos, Decisões da Idade da Perda’, 
October. 

Diehl, M. (1999) ‘The Impact of International Outsourcing on the Skill Structure of 
Employment: Empirical Evidence from German Manufacturing Industries’, Institut 
für Weltwirtschaft, Kiel Working Paper, 946. 

DIHK (2004) ‘Mittelstandreport: Ergebnisse einer DIHK-Umfrage bei den Industrie- und 
Handelskammern Sommer 2004’, Berlin, July. 

DIHK (2003) ‘Produktionsverlagerung als Element der Globalisierungsstrategie von 
Unternehmen: Ergebnisse einer Unternehmensbefragung’, Bonn, May. 

DIHT (1993) ‘Produktionsverlagerung ins Ausland:  Ergebnisse einer 
Unternehmensbefragung’, Bonn, November. 



 212 

Dore, R. (1994) ‘Introduction: Incomes Policy: Why Now?’, in R. Dore, R. Boyer and Z. 
Mars (eds) The Return to Incomes Policy. London: Pinter. 

Dowding, K., John, P., Mergoupis, T. and van Vugt, M. (2000) ‘Exit, voice and loyalty: 
Analytic and empirical developments’, European Journal of Political Research, 
37(4): 469-95. 

Dörre, K. (1997) ‘Globalisierung – eine strategische Option. Internationalisierung von 
Unternehmen und industrielle Beziehungen in der Bundesrepublik’, Industrielle 
Beziehungen, 4(4): 265-90. 

Dörre, K., Elk-Anders, R. and Speidel, F. (1997) ‘Globalisierung als Option – 
Internationalisierungspfade von Unternehmen, Standortpolitk und industrielle 
Beziehungen’, SOFI-Mitteilungen, 25: 43-70. 

Dörrenbächer, Ch. (2000) ‘Measuring Corporate Internationalisation: A Review of 

Measurement Concepts and their Use’, Intereconomics, May/June, 119-26. 
Dunning, J. (1992) Multinational Enterprises and the Global Economy. Wokingham: 

Addisson-Wesley. 
Ebbinghaus, B. (2002a) ‘Globalization and Trade Unions: A Comparative-Historical 

Examination of the Convergence Thesis’, Économie appliqué, 55(2): 121-39. 
Ebbinghaus, B. (2002b) ‘Dinosaurier der Dienstleistungsgesellschaft? Der 

Mitgliederschwund der deutscher Gewerkschaften im historischen und 
internationalen Vergleich’, MPIfG Working Paper, 02/3. 

Ebbinghaus, B. (2000) ‘Germany’, in B. Ebbinghaus and J. Visser (eds) Trade Unions in 
Western Europe since 1945. London: Macmillan/Palgrave. 

Ebbinghaus, B. and Visser, J. (1999) ‘When Institutions Matter: Union Growth and 
Decline in Western Europe, 1950-1995’, European Sociological Review, 15(2): 
135-58. 

EIRO (2000a) ‘HBV opt-out prompts trade union debate on national Alliance for Jobs’, 

available online at European Industrial Relations Observatory (de0012296n). 
EIRO (2000b) ‘Agreements in chemicals and metalworking shape 2000 bargaining round’, 

(de0004255f). 
EIRO (1999) ‘New agreement signed in west German chemicals’ (de9906215n). 
EIRO (1998a) ‘Trade Unions call for a U-turn in pay policy in 1999’, (de9810279). 
EIRO (1998b) ‘New agreements signed in west German chemicals industry’ 

(de9805265n). 

EIRO (1997a) ‘1996 solidarity pact in the chemical industry proves successful’, 
(de9704108f). 

EIRO (1997b) ‘New proposals for a reform of collective bargaining in metalworking’, 
(de9712240f). 

Erickson, K.P. (1977) The Brazilian Corporative State and Working-Class Politics. 
Berkley: University of California Press. 



 213 

Estado de São Paulo (1990) ‘Collor critica carro nacional’, 3 fev. 
Estado de São Paulo (1989) ‘Amato forma diretoria da Fiesp’, 19 maio. 
Falk, M. and Koebel, B.M. (2002) ‘Outsourcing, Imports and Labor Demand’, 

Scandinavian Journal of Economics, 104(4): 567-86. 
FEM/CUT (2004a) 4º Congresso Metalúrgicos da CUT: Liberdade de Organização 

Sindical. São Paulo, 14-16 maio 2004. 
FEM/CUT (2004b) ‘Índice de sindicalização tem que aumentar’, Jornal da FEM, julho. 
FEM/CUT (2003a) ‘Convenção Coletiva de Trabalho – Sindipeças - Sindiforja e Sinpa’. 

FEM/CUT (2003b) ‘Convenção Coletiva de Trabalho – Grupo XIX-III’. 
FEM/CUT (2001) 3º Congresso: Organização dos trabalhadores na fábrica e na 

sociedade. Louveira 29-30 de junho e 1 de julho. 
FEM/CUT (1998) Resoluções do 2º Congresso. Campinas, 24-26 abril. 

FEM/CUT (1995a) Resoluções do 1º Congresso da Federação Estadual dos Metalúrgicos 
da CUT. Diadema, 17-19 fevereiro. 

FEM/CUT (1995b) ‘Aditamento à Convenção Coletiva de Trabalho de 17.04.1995 – 
Grupo XIX-III’. 

Ferner, A. and Varul, M. (2000) ‘”Vanguard” subsidiaries and the Diffusion of New 
Practices: A case Study of German Multinationals’, British Journal of Industrial 

Relations, 38(1): 115-40. 
Financial Times (2005) ‘Book Review: Must-reads for budding fraudsters’, 10 Aug. 
Financial Times (2002a) ‘Carmaker pins Brazil hopes on new Fiesta’, 10 May. 
Financial Times (2002b) ‘Siemens generates goodwill in North America’, 5 July. 
Financial Times (2002c) ‘Rivals that share a learning curve’, 4 Dec. 
Financial Times (2000) ‘Household harmony proves key to BSH’s lasting success: 

Appliance maker’s Atecs deal was built on long lasting partnership’, 12 Dec. 
Financial Times Survey (2002) ‘Power Generation’, 10 June. 

Fitzenberger, B. (1999) ‘International Trade and the Skill Structure of Wages and 
Employment in west Germany’, Jahrbücher für Nationalökonomie und Statistik, 
21(1-2): 67-89. 

Frankfurter Allgemeine Zeitung (2004) ‘Ein tarifpolitisches Waterloo’, 13 Feb. 
Franzese, R.J. and Mosher, J.M. (2002) ‘Comparative Institutional and Policy Advantage: 

the Scope for Divergence within European Economic Integration’, European Union 
Politics, 3(2): 177-203. 

Freeman, R.B. (1995) ‘Are Your Wages Set in Beijin?’, Journal of Economic Perspectives, 
9(3):15-32. 

Freeman, R.B. and Medoff, J.L. (1984) What Do Unions Do? New York: Basic Books. 
Frege, C.M. (2002) ‘A Critical Assessment of the Theoretical and Empirical Research on 

German Works Council’, British Journal of Industrial Relations, 40(2), 221-48. 
Freie Presse (2003), 13 Juni. 



 214 

Frey, H.P. (2005) ‘Sozialpartnerschaftliche Tarifpolitik: Die reformierten 
Flächentarifvertrag der Chemischen Industrie’, in H.W. Busch, H.P. Frey, M. 
Hüther, B. Rehder and W. Streeck (Hrsg.) Tarifpolitik im Umbruch. Köln: 
Deutscher Instituts-Verlag. 

Freyssinet, J. and Seifert, H. (2002) ‘Vereinbarungen über Sicherung und Verbesserung 
von Beschäftigung und Wettbewerbsfähigkeit in Europa’, in H. Seifert (ed.) 
Betriebliche Bündnisse für Arbeit. Berlin: Sigma. 

Frieden, J.A. and Rogowski, R. (1996) ‘The Impact of the International Economy on 

National Policies: An Analytical Overview’ in R.O. Keohane and H.V.Milner (eds) 
Internationalization and Domestic Politics. Cambridge: University Press. 

F-80 Blick (/GWErkschaftsINFO) (various issues), works council information sheet, 
Siemens A&D, Erlangen. 

Galvão, A. (2002) ‘A CUT na Encruzilhada: Impactos do Neoliberalismo sobre o 
Movimento Sindical Combativo’, Idéias, 9(1), 105-54. 

Galvão, A. (1999) ‘Do Coletivo ao Setor, do Setor à Empresa: A Trajetória do ‘Novo 
Sindicalismo’ Metalúrgico nos Anos 90’, in Rodrigues, Iram Jacome (org.) O Novo 

Sindicalismo: 20 anos depois. Petrópolis: Vozes. 
Galvão, A. (1996) Participação e Fragmentação: A Prática Sindical dos Metalúrgicos do 

ABC nos Anos 90. Dissertação de Mestrado, Campinas, IFCH/UNICMP. 
Galvão de França, C. (2001) Sindicalismo e Negociação Coletiva na Contracorrente dos 

Anos 90: A Experiência dos Metalúrgicos de Minas Gerais. Dissertação de 
Mestrado, Belo Horizonte, UFMG. 

Garrett, G. (1998) ‘Global Markets and National Politics: Collision Course or Virtuous 
Circle?’, International Organization, 52(4): 787-824. 

Gazeta Mercantil (2001) ‘Naufraga tentativa do governo de manter a Multibrás no ABC’, 
7 fev. 

GBR-Miele (1999) ‘Chance nur am Standort Deutschland’, leaflet of central works council, 
November. 

Geishecker, I. (2002) ‘Outsourcing and the Demand for Low-skilled Labor in German 
Manufacturing:  New Evidence’, DIW Berlin Discussion Papers, 313. 

Geishecker, I. and Görg, H. (2004) ‘International outsourcing and wages: Winners and 
losers’, at www.nottingham.ac.uk/economics/staff/details/holger_gorg.html 

Gesamtmetall (various years) ‘M+E Daten’, various series. Internet downloads and 

material kindly provided by Gesamtmetall. www.gesamtmetall.de 
Gesamtmetall (2003a) ‘M+E-Ost: Betriebe brauchen längere Arbeitszeit’, Argumente, 3, 1-

6. 
Gesamtmetall (2003b) ‘Positionen Nr. 04 – Welche Kostenerhöhungen die Angleichung 

der Arbeitszeit verursachen würde’. Gesamtmetall standpoints, Cologne, 5 March. 



 215 

Gesamtmetall (2003c) ‘Positionen Nr. 12 – Was die drei größten Irrtümer in der 
Argumentation der IG Metall sind’. Gesamtmetall standpoints, Cologne, 5 May. 

Gesamtmetall (2003d) ‘Positionen Nr. 17 – In Verantwortung für den Aufbau Ost: Die 
Leipziger Erklärung der ostdeutschen M+E Verbände’. Gesamtmetall standpoints, 
Cologne, 17 June. 

Gesamtmetall (2003e) ‘Positionen Nr. 21 – Aus welchen Gründen der Streik der IG Metall 
im Osten zusammengebrochen ist’. Gesamtmetall standpoints, Cologne, 10 July. 

Gesamtmetall (1998) ‘Neue Partnerschaft - Eine Gewinnerstrategie für den Arbeitsplatz 

Deutschland’, talk held by Dr. W. Stumpfe on March 6 at the ME-Forum 98, 
Berlin. 

Gesamtmetall (1995) Geschäftsbericht (1994-1995). Cologne: Gesamtmetall. 
Golden, M. (2000) ‘Economic Integration and Industrial Relations: Is Increasing Openness 

Bad for Labor?’, paper presented at the University of Washington, March 2, 1998 
and at the Study Group on the Political Economy of European Integration, 
University of California, Berkeley, March 6, 1998. Revised April 2000. 

Golden, M.A. and Londregan, J. (1998) ‘Globalization and Industrial Relations’, 
unpublished paper, presented at the 1998 annual meeting of the American Political 
Science Association, Boston, September 3-5. Version 0.4 – August 28. 

Gollbach, J. and Schulten, T. (2000) ‘Cross-Border Collective Bargaining Networks in 
Europe’, European Journal of Industrial Relations, 6(2), 161-79. 

Gonzaga, G. 2003. ‘Labor Turnover and Labor Legislation in Brazil’, Economica, Fall: 
165-207. 

Goodman, J.B., Spar, D. and Yoffie, D.B. (1996) ‘Foreign direct investment and the 
demand for protection in the United States’, International Organization, 50(4): 
565-91. 

Goodin, R.E., Headey, B., Muffels. R. and Dirven, H.-J. (1999) The Real Worlds of 

Welfare Capitalism. Cambridge: University Press. 
Görg, H., Strobl, E. and Walsh, F. (2003) ‘Why do foreign-owned firms pay more? The 

role of on-the-job training’, December, available at:  
www.nottingham.ac.uk/economics/staff/details/holger_gorg.html 

Haisken-De New, J.P. and Zimmermann, K.F. (1999) ‘Wage and Mobility Effects of Trade 
and Migration’, in M. Dewatripont, A. Sapir and K. Sekkat (eds) Trade and Jobs in 
Europe: Much Ado about Nothing?. Oxford: Oxford University Press. 

Hall, P. (1989) ‘Introduction’, in P. Hall (ed.) The Political Power of Economic Ideas: 
Keynesianism across Nations. Princeton: Princeton University Press. 

Hall, P.A. and Soskice, D. (eds) (2001) Varieties of Capitalism: The Institutional 
Foundations of Comparative Advantage. Oxford: Oxford University Press. 



 216 

Hall, P.A. and Franzese Jr., R.J. (1998) ‘Mixed Signals: Central Bank Independence, 
Coordinated Wag Bargaining, and European Monetary Union’, International 

Organization, 52(3): 505-35. 
Hancké, B. (2000) ‘European Works Councils and Industrial Restructuring in the European 

Motor Industry’, European Journal of Industrial Relations, 6(1): 35-59. 
Handelsblatt (2006a) ‘Der Wahnsinn kennt keine Grenzen’, 25 Juli 
Handelsblatt (2006b) ‘„Wir dürfen uns nicht isolieren“’, 12 Juni 
Handelsblatt (2005a) ‘Tarifzuwächse kommen bei Arbeitnehmern kaum an’, 4-6 Feb. 

Handelsblatt (2005b) ‘Radikalreform im öffentlichen Dienst’, 10 Feb. 
Handelsblatt (2004a) ‘Streit um Arbeitszeit belastet Metallrunde’, 8 Jan. 
Handelsblatt (2004b) ‘Malaysia statt Malmesbury – britischer Standort unter Druck’, 23-

24 Jan. 

Handelsblatt (2004c) ‘IG Metall erhöht den Streikdruck’, 30-31 Jan. 
Handelsblatt (2004d) ‘Siemens erwägt Austritt aus dem Arbeitgeberverband’, 18 Feb. 
Handelsblatt (2004e) ‘US-Politiker wollen Verlagerung von Jobs ins Ausland 

eindämmen’, 25 Feb. 
Handelsblatt (2004f) ‘Osterweiterung verschärft Wettbewerb’, 22 März. 
Handelsblatt (2004g) ‘Auch kleine Firmen wollen Jobs verlagern’, 23 März. 
Handelsblatt (2004h) ‘OECD lobt die Reformen der Bundesregierung’, 25 März. 
Handelsblatt (2004i) ‘Neue Mitglieder geben dem Außenhandel Schub’, 30 März. 
Handelsblatt (2004j) ‘Siemens wagt Machtprobe um 40-Stunden-Woche’, 2-4 Apr. 
Handelsblatt (2003a) ‘Ost-Streik legt Autoindustrie lahm’, 16 Juni. 
Handelsblatt (2003b) ‘Im Osten viel Nieselregen’, 20-21 Juni. 
Handelsblatt (2003c) ‘Streik zwingt BMW zum Produktions-Stopp’, 20-21 Juni. 
Handelsblatt (2003d) ‘Die IG Metall kämpft an drei Fronten. Nachgefragt: Manfred 

Schoch’, 25 Juni. 

Handelsblatt (2003e) ‘Kollege Peters ist über das Ziel hinausgeschossen’, 25 Juni. 
Handelsblatt (2003f) ‘Das bittere Ende’, 25 Juni. 
Handelsblatt (2003g) ‘Heftiger Streit in der IG Metall – Tarifeinigung rückt näher’, 27-28 

Juni. 
Handelsblatt (2003h) ‘IG Metall bangt um ihren Einfluss’, 30 Juni. 
Handelsblatt (2003i) ‘Austrittswelle zwingt IG Metall zum Sparen’, 4 Aug. 
Handelsblatt (2003j) ‘Maschinenbau hofft auf Wachstum 2004’, 25 Sept. 

Handelsblatt (2003k) ‘Volkswagen lenkt im Streit um Stellenabbau in Brasilien ein’, 6 
Okt. 

Handelsblatt (2003l) ‘Gesamtmetall setzt Arbeitszeit auf die Agenda der Tarifrunde’, 7-8 
Nov. 

Handelsblatt (1999) ‘Tarifrat soll falsche Ergebnisse bei Lohnrunden verhindern’, 4 Juni. 
Handelsblatt (1997) ‘Pierer: Standort Kann Gesichert Werden’, 4-5 Okt. 



 217 

Handelsblatt (1996) ‘Weiterer Abbau von Arbeitsplätzen’, 24 Jan. 
Handelsblatt (1995a) ‘Belegschaftsabbau um 2200 Mitarbeiter’, 31 Jan. 
Handelsblatt (1995b) ‘Der § 116 AFG widerspricht nicht dem Grundgesetz. Noch keine 

Parität im Arbeitskampf’, 5 Juli. 
Hassel, A. (2001) ‘The Problem of Political Exchange in Complex Governance Systems: 

The Case of Germany’s Alliance for Jobs’, European Journal of Industrial 

Relations, 7(3): 307-26. 
Hassel, A. (1999) ‘The Erosion of the German System of Industrial Relations’, British 

Journal of Industrial Relations, 37(3): 483-505. 
Hassel, A. and Rehder, B. (2001) ‘Institutional Change in the German Wage Bargaining 

System – The Role of Big Companies’, MPIfG Working Paper, 01/9, December. 
Hassel, A. and Schulten, T. (1998) ‘Globalization and the future of central collective 

bargaining: the example of the German metal industry’, Economy and Society, 
27(4): 486-522. 

Hennart, J.-F. (2000) ‘Transaction costs theory and the multinational enterprise’, in Ch.N. 
Pitelis and R. Sugden (eds) The Nature of the Transnational Firm (2nd edition). 
London and New York:  Routledge.  

Hermann, C., Promberger, M., Seifert, H. and Trinczek, R. (1999) Forcierte 

Arbeitszeitflexibilisierung. Die 35-Stunden-Woche in der betrieblichen und 

gewerkschaftlichen Praxis. Berlin: Sigma. 
Hirschman, A.O. (1970) Exit, voice and loyalty: Responses to decline in firms, 

organizations and states. Cambridge, MA: Harvard University Press. 
Hiscox, M.J. and Kastner, S.L. (2002) ‘A General Measure of Trade Policy Orientations: 

Gravity-Model-Based estimates for 82 Nations, 1960 to 1992’, September. 
Höpner, M. (2003) Wer beherrscht die Unternehmen? Shareholder Value, 

Managerherrschaft und Mitbestimmung in Deutschland. Frankfurt am Main: 

Campus. 
IG Metall (2003a) ‘Hintergrund-Info 1 – Gerecht, bezahlbar und ökonomisch vernünftig: 

Die Zeit ist reif für die 35-Stunden-Woche auch in Ostdeutschland’. IG Metall 
standpoints, Frankfurt/Main. 

IG Metall (2003b) ‘Die Zeit ist reif’, Metall, 55:3 (March), 14-7. 
IG Metall (2003c) ‘Mit dem Hubschrauber ins Werk – alles Theater’, IG Metall online 

news, 18 June. 

IG Metall (2003d) ‘Tarifbewegung Angleichung Arbeitszeit Ost 2003: Beschreibung – 
Bewertung – Schlussfolgerungen’. IG Metall VB 01, Frankfurt/Main, July. 

IG Metall (2003e) ‘Bericht über die Tarifbewegung zur Angleichung der Arbeitszeit in der 
Metall- und Elektroindustrie in Ostdeutschland’. IG Metall VB 02, Frankfurt/Main, 

Aug. 



 218 

IG Metall (2002a) Daten, Fakten, Informationen. Darmstadt: IG Metall Vortsand, Abt. 
Tarifpolitik. 

IG Metall (2002b) ‘AUB Info. Lass Dich nicht zum Affen machen. Was will die AUB 
wirklich?’. München: IG Metall Bayern. 

IG Metall (2001) ‘Tarifrunde 2002: Sozialökonomische Rahmenbedingungen in der 
Metallverarbeitenden Industrie – Kurzfassung’, Abt. Wirtschaft – Technologie – 
Umwelt, Frankfurt, November. 

IG Metall (1992) Branchenanalyse Elektro-, Elektronik- und EDV-Industrie. Frankfurt/M.: 

Abt. Wirtschaft IG Metall. 
IG Metall Berlin-Brandenburg-Sachsen (2003a) ‘Neuer Abschluss mit der »35«’, 

Metallnachrichten, 11 (26 May), 2. 
IG Metall Berlin-Brandenburg-Sachsen (2003b) ‘Erster Abschluss für die »35«’, 

Metallnachrichten, 12 (27 May), 4. 
IG Metall Berlin-Brandenburg-Sachsen (2003c) ‘Sasit in Zwickau: 35-Stunden-Woche bis 

2008’, Streiknachrichten, 2 (3 June), 4. 
IG Metall Berlin-Brandenburg-Sachsen (2003d) ‘An und kommt keiner vorbei’, 

Streiknachrichten, 3 (4 June), 2. 
IG Metall Berlin-Brandenburg-Sachsen (2003e) ‘Buderus Neukirchen: Vierter Betrieb mit 

»35«’, Streiknachrichten, 4 (5 June), 4. 
IG Metall Berlin-Brandenburg-Sachsen (2003f) ‘Liebe Kolleginnen, liebe Kollegen’, 

Streiknachrichten, 8 (12 June), 1. 
IG Metall Berlin-Brandenburg-Sachsen (2003g) ‘GKN Mosel: Pfingsten arbeiten? Nein 

danke’, Streiknachrichten, 8 (12 June), 4. 
IG Metall Berlin-Brandenburg-Sachsen (2003h) ‘Guter Lauf’, Streiknachrichten, 10 (16 

June), 1. 
IG Metall Berlin-Brandenburg-Sachsen (2003i) ‘Streik wird ausgeweitet’, 

Streiknachrichten, 11 (17 June), 1. 
IG Metall Berlin-Brandenburg-Sachsen (2003j) ‘Karosseriewerk Dresden: »Sieg der 

Vernunft«’, Streiknachrichten, 14 (20 June), 4. 
IG Metall Berlin-Brandenburg-Sachsen (2003k) ‘TAC Cainsdorf: Haustarif über die »35«’, 

Streiknachrichten, 14 (20 June), 4. 
IG Metall Berlin-Brandenburg-Sachsen, Frankfurt, Hannover and Küste (2003) Die Zeit ist 

reif! Arbeitszeit in Ostdeutschland jetzt angleichen! Fragen und Antworten. Berlin: 

IG Metall Berlin-Brandenburg-Sachsen, Frankfurt, Hannover and Küste. 
IG Metall Passau (2003) ‘A&D Passau darf nicht schließen’, Siemens-Nachrichten, April, 

40. 
Iversen, T. (1996) ‘Power, Flexibility, and the Breakdown of Centralized Wage 

Bargaining: Denmark and Sweden in Comparative Perspective’, Comparative 
Politics, July, 399-436. 



 219 

Iversen, T. and Cusack, T.R. (2000) ‘The Causes of Welfare State Expansion: 
Deindustrialization or Globalization?’, World Politics, 52(3): 313-49. 

Jornal da Força (2004) ‘Jornada menor ganha adeptos’, No 37, Julho 
Jungnickel, R. (1996) ‘Globalisierung: Wandert die deutsche Wirtschaft aus?’, 

Wirtschaftsdienst, 1996/VI, 309-16. 
Jungnickel, R. and Keller, D. (2003) ‘Foreign-owned Firms in the German Labour 

Market’, HWWA Discussion Paper 233, Hamburg Institute of International 
Economics. 

Junne, G. (1996) ‘Integration unter den Bedingungen von Globalisierung und 
Lokalisierung’, in M. Jachtenfuchs and B. Kohler-Koch (eds) Europäische 

Integration. Opladen: Leske + Budrich. 
Katz, H.C. (1993) ‘The Decentralization of Collective Bargaining: A Literature Review 

and Comparative Analysis’, Industrial and Labor Relations Review, 47(1): 3-22. 
Katz, H.C. and Darbishire, O. (2000) Converging Divergences: Worldwide Changes in 

Employment Relations. Ithaca: ILR Press/Cornell University Press. 
Katzenstein, P. J. (1985) Small States in World Markets: Industrial Policy in Europe. 

Ithaca, Cornell University Press. 
Kädtler, J. and Sperling, H.J. (2002) ‘Jenseits von Globalisierung und Finanzialisierung. 

Aushandlungsbeziehungen in der deutschen Chemie- und Automobilindustrie’, 
Industrielle Beziehungen, 9(2): 133-56. 

Keller, B.K. (2004) ‘Employment Relations in Germany’, in G.J. Bamber, R.D. Lansbury, 
and N. Wailes (eds) International and Comparative Employment Relations: 

Globalization and the Developed Market Economies (4th edition). London: Sage. 
Keohane, R.O. and Milner, H.V. (1996) Internationalization and Domestic Politics. 

Cambridge: Cambridge University Press. 
KfW Bankengruppe and IKB Deutsche Industriebank AG (2004) ‘Studie zu den 

Auslandsinvestitionen deutscher Unternehmen: Beschäftigungseffekte und Folgen 
für den Standort Deutschland’, April. Frankfurt am Main: KfW Bankengruppe. 

Kingstone, P.R. (1999) Crafting Coalitions for Reform: Business Preferences, Political 

Institutions and Neoliberal Reform in Brazil. Pennsylvania: Pennsylvania 
University Press. 

Kinkel, S. and Lay, G. (2005) ‘Quo vadis, Industriestandort Deutschland?’, 
Mitbestimmung, March, 29-33. 

Kittner, M. (2002) Arbeits- und Sozialordnung. Ausgewählte und eingeleitete 
Gesetzestexte. Frankfurt am Main: Bund-Verlag. 

Klodt, H., Stehn, J., et al. (1994) Standort Deutschland: Strukturelle Herausforderungen 
im neuen Europa, Kieler Studein, Tübingen: Mohr. 

Kochan, T.A., Katz, H.C. and McKersie, R.B. (1986) The Transformation of American 
Industrial Relations. New York: Basic Books. 



 220 

Kohaut, S. and Schnabel, C. (2003) ‘Zur Erosion des Flächentarifvertrags: Ausmaß, 
Einflussfaktoren und Gegenmaßnahmen’, Industrielle Beziehungen, 10(2): 193-
219. 

Kotthoff, H. (1998) ‘Mitbestimmung in Zeiten interessenpolitischer Rückschritte 
Betriebsräte zwischen Beteiligungsofferten und „gnadenlosem 
Kostensenkungsdiktat“’, IndustrielleBeziehung, 5(1): 76-100. 

Kramer, C., Stephenson, L. and Lange, P. (2000) ‘Markets, States, and Risk: The Effects 
of Social Context on Economic Insecurity and Political Preferences’, Paper 

presented at the APSA annual meeting, available at: 
http://www.duke.edu/~cvk2/papers/ 

Kregel, J. (2000) ‘The Brazilian Crisis: From Inertial Inflation to Fiscal Fragility’, 
Working Paper No. 294, February. www.levy.org 

Krugman, P.R. and Obstfeld, M. (2003) International Economics. Theory and Policy (6th 
edition). Boston: Addison-Wesley.  

Kurdelbusch, A. (2002) ‘Multinationals and the Rise of Variable Pay in Germany’, 
European Journal of Industrial Relations, 8(3): 325-49. 

Lane, C. (2000) ‘Globalization and the German model of capitalism – erosion or 
survival?’, British Journal of Sociology, 51(2): 207-34. 

Lang, K. (2001) ‘Tarifautonomie und Politik: Von der Konzertierten Aktion zum Bündniss 
für Arbeit’—Kommentaren von K.Lang zum Vortrag von Prof. Dr. W. Streeck. 

Langer, A. (1994) ‘Arbeitgeberverbandaustritte - Motive, Abläufe und Konsequenzen’, 
Industrielle Beziehungen, 1(2): 132-54. 

Lawrence, C. and Lawrence, R.Z. (1985) ‘Manufacturing Wage Dispersion: An End Game 
Inerpretation’, Brookings Papers on Economic Activity, 1: 47-106. 

Le Monde (2005) ‘La France peut-elle agir face à l’accelération des délocalisations’, 19 
avril. 

Le Monde (2004a) ‘Pour éviter les délocalisations, IG Metall accepte que Siemens 
abandonne les 35 heures’, 26 juin. 

Le Monde (2004b) ‘Réforme des 35 heures: la difficile riposte des syndicats’, 17 déc. 
Lindecke, C. (2000) Flexible Arbeitszeitorganisation in der Praxis. Eine Untersuchung in 

sechs Unternehmen. München: Rainer Hampp. 
Locke, R.M. and Thelen, K. (1995) ‘Appels and Oranges Revisited: Contextualized 

Comparisons and the Study of Comparative Labor Politics’, Politics & Society, 

23(3): 337-67. 
Looise, J.K. and Drucker, M. (2003) ‘Dutch Works Councils in Times of Transition: The 

Effects of Changes in Society, Organizations and Work on the Position of Works 
Councils’, Economic and Industrial Democracy, 24(3): 379-409. 

Manow, P. and Seils, E. (2000) ‘Adjusting Badly: The German Welfare State, Structural 
Change, and the Open Economy’, in F.W Scharpf and V.A. Schmidt (eds) Welfare 



 221 

and Work in the Open Economy. Diverse Responses to Common Challenges, Vol. 
2. Oxford: Oxford University Press. 

Marin, D., Lorentowicz, A. and Raubold, A. (2002) ‘Ownership, Capital or Outsourcing: 
What Drives German Investment to Eastern Europe?’, CEPR Discussion Paper No. 
3515, July. 

Marinakis, A.E. (1999) ‘Worker participation in company profits or operating results in 
Latin America’, Cepal Review, No.69: 69-82. 

Marquardt, R.-M. (1998) ‘Gefährden die Arbeitskosten den Investitionsstandort 

Deutschland?’, WSI-Mitteilungen, 12/98: 855-62. 
Milner, H.V. (1988) Resisting Protectionism: Global Industries and the Politics of 

International Trade. Princeton: Princeton University Press. 
Mirow, M. (1996) ‘Kooperations- und Akquisitionsstrategie in Osteuropa am Beispiel der 

Elektroindustrie’, Zeitschrift für betriebswirtschaftliche Forschung, 48(2): 934-46. 
Mitbestimmung (2001) ‘Auszeit und Leiharbeit’, 12 (Thomas Gesterkamp). 
Mueller, F. and Purcell, J. (1992) ‘The Europeanization of manufacturing and the 

decentralization of bargaining: multinational management strategies in the 
European automobile industry’, The International Journal of Human Resource 
Management, 3(1): 15-34. 

Multibrás S.A. Eletrodomésticos (2000a) ‘Concessão de Férias Coletivas’, 2 junho. 
Multibrás S.A. Eletrodomésticos (2000b) ‘Acordo Coletivo de Trabalho – Alteração nos 

horários de trabalho’, unidade de São Bernardo do Campo, 16 novembro. 
Multibrás S.A. Eletrodomésticos (1999a) ‘Alteração em Data de Términio de Férias 

Coletivas’, 18 junho. 
Multibrás S.A. Eletrodomésticos (1999b) ‘Concessão de Férias Coletivas’, 25 novembro. 
Multibrás S.A. Eletrodomésticos (1998) ‘Acordo Coletivo de Trabalho – Redução da 

Jornada de Trabalho’, unidade de São Bernardo do Campo, 16 janeiro. 

Multibrás S.A. Eletrodomésticos (1996) ‘Regimento Interno da Comissão de Fábrica’, 
unidade de São Bernardo do Campo, 19 julho. 

Noronha, E.G., Gebrim, V. and Elias Jr., J. (1998) ‘Explicações para um ciclo excepcional 
de greves: o caso brasileiro’, paper presented at the XXI International Congress of 
LASA, Chicago, 24-26 September. 

Noronha, E. (1991) ‘A Explosão das Greves na Decada 80’, in A. Boito Jr. (org.) O 
Sindicalismo Brasileiro nos Anos 80. Rio de Janeiro: Paz e Terra. 

Oliveira, Marco Antonio de (2003) ‘Tendências recentes das negociações coletivas no 
Brasil’, in M.A. Santana e J.R. Ramalho (orgs.) Além da fábrica: Trabalhadores, 

sindicatos e a questão social. São Paulo: Boitempo. 
Oshige, K. (1999) Konvergenz der Interessenvertretungen durch Globalisierung? Ein 

Vergleich der Funktionsmechanismen der Arbeitnehmerinteressenvertretungs-



 222 

systeme in Deutschland und Japan am Beispiel der Elektroindustrie. Frankfurt am 
Main: Peter Lang. 

Oskarsson, S. (2001) ‘Class Struggle in the Wake of Globalisation. Union Organisation 
and Economic Integration’, in L. Magnusson and J. Ottosson (eds) Europe – One 

Labour Market? Brussels: Peter Lang. 
Öfinger, H.-G. (2003) ‘Crisis opens up in IG Metall after the defeat in the East German 

strike for the 35 hours’, 4 Sept. www.marxist.com/Europe/ig_metall_0903.html 
Payne, Leigh A. (1994) Brazilian Industrialists and Democratic Change. Baltimore: John 

Hopkins University Press. 
Pegler, L. (2002) ‘“Dependência” do empregador e “lealdade” do trabalhador na fábrica do 

futuro: evidência com base no Brasil’, Revista Brasileira de Ciências Sociais, 
17(48): 133-55. 

Pegler, L.J. (2000) Workers, Unions and the ‘Politics of Modernization’: Labour Process 
Change in the Brazilian White Goods Industry’, PhD thesis, University of London 

Pérez, S.A. (2000) ‘From Decentralization to Reorganization: Explaining the Return to 
National Bargaining in Italy and Spain’, Comparative Politics, July, 437-58. 

Piazza, J. (2001) ‘De-linking Labor: Labor Unions and Social Democratic Parties under 
Globalization’, Party Politics, 7(4): 413-35. 

Piore, M.J. and Sabel, C. (1984) The Second Industrial Divide. New York: Basic Books. 
Pochmann, M. (org.) (2004) Reestruturação Produtiva: Perspectivas de desenvolvimento 

local com inclusão social. Petrópolis: Vozes. 
Prasad, E.S. (2000) ‘The Unbearable Stability of the German Wage Structure: Evidence 

and Interpretation’, IMP Working Paper, WP/00/22. 
Przeworski, A. and Teune, H. (1970) The Logic of Comparative Social Inquiry. New York: 

John Wiley & Sons. 
Quinn, D.(1997) ‘The Correlates of Change in International Financial Regulation’, 

American Political Science Review, 91(3): 531-51. 
Raess, D. (2006) ‘Globalization and why the ‘time is ripe’ for the transformation of 

German industrial relations’, Review of International Political Economy, 13(3): 
449-79. 

Raess, D. and Burgoon, B. (2006) ‘The Dogs that Sometimes Bark: Globalization and 
Works Council Bargaining in Germany’, European Journal of Industrial Relations, 
12(3): 287-309. 

Ramalho, J. R. (1999) ‘Organização Sindical e a Instalação de Novas Fábricas do Setor 
Automobilístico – O Caso do Sul Fluminense’, in I.J. Rodrigues (org.) O Novo 

Sindicalismo: 20 anos depois. Petrópolis : Vozes. 
Rehder, B. (2003) Betriebliche Bündnisse für Arbeit in Deutschland. Mitbestimmung und 

Flächentarifvertrag im Wandel. Frankfurt am Main: Campus. 



 223 

Rehder, B. (2002) ‘Wettbewerbskoalition oder Beschäftigungsinitiativen? Vereinbarungen 
zur Standort- und Beschäftigungssicherung in deutschen Großunternehmen’, in H. 
Seifert (ed.) Betriebliche Bündnisse für Arbeit. Berlin: Sigma. 

Renner, C.H.O. (1993) O rouximol e o passaro mecanico: analise dos acordos coletivos 

dos trabalhadores metalúrgicos de 1978 a 1988, SP, PhD these, USP, FFLCH. 
Richter, G. (2002) ‘Anpassung oder Gestaltung? Betriebliche Beschäftigungsbündnisse in 

der deutschen Metall- und Elektroindustrie’, in H. Seifert (ed.) Betriebliche 
Bündnisse für Arbeit. Berlin: Sigma. 

Richter, G., Schnecking, H. and Spitzley, H. (2001) ‘Beschäftigungssicherung durch 
betriebliche Arbeitszeitverkürzung: Soziale Voraussetzungen und Folgen der 
betrieblichen Anwendung beschäftigungssichernder Flächentarifverträge’, Bericht 
über das HBS-Projekt 99-108-3. 

Riethof, M. (2002) Responses of the Brazilian Labour Movement to Economic and 
Political Reforms. Amsterdam: Rozenberg. 

Rodrigues, I.J. (2003) ‘Relações de trabalho no ABC paulista na década de 1990’, in M.A. 
Santana e J.R. Ramalho (orgs.) Além Da Fábrica : Trabalhadores, sindicatos e a 

nova questão social, São Paulo: Boitempo. 
Rodrigues, I.J. (1991) ‘As Comissões de Empresa e o Movimento Sindical’, in A. Boito Jr. 

(org.) O Sindicalismo Brasileiro nos Anos 80. Rio de Janeiro: Paz e Terra. 
Rodríguez-Pose A. and Arbix, G. (2001) ‘Strategies of Waste: Bidding Wars in the 

Brazilian Automobile Sector’, International Journal of Urban and Regional 
Research, 25(1): 134-54. 

Rodrik, D. (1997) Has Globalization Gone Too Far?. Washington, D.C.: Institute for 
International Economics. 

Rogers, J. and Streeck, W. (1994) ‘Workplace Representation Overseas: the Works 
Councils Story’, in R.B. Freeman (ed.) Working Under Different Rules. New York: 

Russell Sage Foundation. 
Ruggie J.G. (1982) ‘International regimes, transactions, and change: embedded liberalism 

in the postwar economic order’, International Organization, 36(2): 379-415. 
Sachsenmetall (2002) Wissenswertes aus der sächsischen M+E Industrie, Heft 4 der 

Schriftenreihe für die Praxis. Dresden: Sachsenmetall. 
Samuels, D. (2004) ‘From Socialism to Social Democracy: Party Organization and the 

Transformation of the Workers’ Party in Brazil’, Comparative Political Studies, 

37(9): 999-1024. 
Sander, B. (1995) ‘Siemens – A Multinational’s Strategy to Investment in the Central-East 

European Transformation Countries’, WP Nr. 709, Institut für Weltwirtschaft, Kiel. 
Scharpf, F.W. (1991) Crisis and Choice in European Social Democracy. Ithaca und 

London: Cornell University Press. 
Schelling, Th.C. (1966) Arms and influence. New Haven: Yale University Press. 



 224 

Scheve, K. and Slaughter, M.J. (2004) ‘Economic Insecurity and the Globalization of 
Production’, American Journal of Political Science, 48(4): 662-74. 

Schmitt, M. (2003) ‘Deregulation of the German Industrial Relations System via Foreign 
Direct Investment: Are the Subsidiaries of Anglo-Saxon MNCs a Threat for the 
Institutions of Industrial Democracy in Germany?’, Economic and Industrial 

Democracy, 24(3): 349-77. 
Schroeder, W. (2003) ‘Leipzig und BMW: Standortwettbewerb durch Clusterbildung’, in 

T. Busse and T. Dürr (eds) Das neue Deutschland. Die Zukunft als Chance. Berlin: 

Aufbau-Verlag. 
Schroeder, W. (2000) Das Modell Deutschland auf dem Prüfstand: zur Entwicklungen der 

Industriellen Beziehungen in Ostdeutschland (1990-2000). Wiesbaden: 
Westdeutscher Verlag. 

Schroeder, W. (1995) ‘Arbeitgeberverbände in der Klemme: Motivations- und 
Verpflichtungskrisen’ in R. Bispinck (Hrsg.) Tarifpolitik der Zukunft: Was wird aus 

dem Flächentarifvertrag, Hamburg: VSA-Verlag. 
Schroeder, W. and Silvia, S.J. (2005) ‘Why Are German Employers Associations 

Declining? A Challenge to the Conventional Wisdom’, Working Paper Series 05.3, 
Center for European Studies, Harvard University. 

Schroeder, W. and Ruppert, B. (1996) ‘Austritte aus Arbeitgeberverbänden: Motive – 
Ursachen – Außmass’, WSI Mitteilungen, 5: 316-28. 

Schuckmann, H. von (2003) ‘Thesen zur Niederlage der IG Metall im Arbeitskampf für die 
35-Studenwoche in der ostdeutschen Metall- und Elektroindustrie’. Ludwigsfelde: 
IG Metall Verwaltungstelle. 

Schuhler, C. (ed.)(2003) Schöne neue Siemens Welt: Von der „Siemens-Familie“ zur „new 
corporate culture“. München: IG Metall Bayern and ISW. 

Schutte, G.R. and d’Avila Coelho, E. (2003) ‘Reestruturação produtiva e negociações 

coletivas no setor químico do ABC’, Cadernos de Pesquisa Economia regional e 
negociações coletivas no ABC paulista, No.8 , Centro Brasileiro de Análise e 
Planejamento (CEBRAP), March, 25-53. 

Scruggs, L. and Lange, P. (2002) ‘Where Have All the Members Gone? Globalization, 
Institutions, and Union Density’, The Journal of Politics, 64(1): 126-53. 

Securities and Exchange Commission (SEC) (2001) Form 20-F: Siemens 
Aktiengesellschaft, Washington DC. 

Seifert, H. and Massa-Wirth, H. (2005) ‘Pacts for employment and competitiveness in 
Germany’, Industrial Relations Journal, 36(3): 217-40. 

Seifert, H. (2002a) ‘Einleitung: Die Idee vom Bündnis für Arbeit lebt in den Betrieben’, in 
H. Seifert (ed.) Betriebliche Bündnisse für Arbeit. Berlin: Sigma. 

Seifert, H. (2002b) ‘Betriebliche Bündnisse für Arbeit – Beschäftigen statt entlassen’, in H. 
Seifert (ed.) Betriebliche Bündnisse für Arbeit. Berlin: Sigma. 



 225 

Siemens (2002) ’60 Jahre Siemens in Bocholt’. Bocholt: Siemens 
Siemens (1997) ’50 Jahre Siemens in Amberg’. Amberg: Siemens. 
Siemens (undated) ‘Elektronikwerk Amberg. Da fängt SIMATIC an’. Amberg: Siemens. 
Siemens AG (various years) Annual Report. München: Siemens AG. 
Siemens Czech Republic (2002) Annual Report. 
Siemens Hungary (2003), Internet download, 9 June. 
Siemens Medical (2002) ‘125 Jahre Siemens Medical Solutions’, Erlangen. 
Siemens TS (2003), Internet download, September. 

Siemens-Welt (2002) ‘Den heißen Atem des Verfolgers im Nacken’, 11/2002: 13 
Siemens-Welt (2000-2001) ‘Kosten senken mit IT’, 12-1: 39-41. 
Siemens-Welt (2000a) ‘Med ist Weltklasse’, 3: 47. 
Siemens-Welt (2000b) ‘VT in Voller Fahrt’, 6: 8-13. 

Siemens-Welt (1995) ‘Investition für die Zukunft’, 4: 18-19. 
Siemens-Zeitschrift (1990) ‘Ultraschall Bringt Farbe ins Bild’, 2: 28-30. 
SINDIPEÇAS/ABIPEÇAS (2005) Desempenho do Setor de Autopeças. São Paulo: 

Sindicato Nacional da Indústria de Componentes para Veículos 
Automotores/Associação Brasileira da Indústria de Autopeças. 

Silvia, S.J. (1988) ‘The West German Labor Law Controversy: A Struggle for the Factory 
of the Future’, Comparative Politics, 20(2), January, 155-73. 

Skidmore, Th.E. (1988) The Politics of Military Rule in Brazil 1964-85. New York: 
Oxford University Press 

Sola, L. (ed.) (1988) O Estado da Transição: Política Econômica na Nova República. São 
Paulo: Vértice. 

Sousa-Poza, A. (2004) ‘Job Stability and Job Security: A Comparative Perspective on 
Switzerland’s Experience in the 1990s’, European Journal of Industrial Relations, 
10(1): 31-49. 

Staiger, R.W. (1988) ‘Organized Labor and the Scope of International Specialization’, 
Journal of Political Economy, 96(5): 1022-47. 

Streeck, W. (2005) ‘Industrial Relations: From State Weakness as Strength to State 
Weakness as Weakness. Welfare Corporatism and the Private Use of the Public 
Interest’, in S. Green and W.E. Paterson (eds) Governance in Contemporary 

Germany. The Semisovereign State Revisited. Cambridge: Cambridge University 
Press. 

Streeck, W. (2001) ‘Tarifautonomie und Politik: Von der Konzertierten Aktion zum 
Bündniss für Arbeit’, in Gesamtverband der metallindustriellen 
Arbeitgeberverbände (eds) Die deutschen Arbeitsbeziehungen am Anfang des 20. 
Jahrhunderts. Cologne: Deutscher Institutsverlag. 

Streeck, W. (1997) ‘German Capitalism: Does It Exist? Can it Survive?’, New Political 
Economy, 2(2): 237-56. 



 226 

Streeck, W. (1996) ‘Lean Production in the German Automobile Industry: A Test Case for 
Convergence Theory’, in S.Berger and R.Dore (eds) National Diversity and Global 

Capitalism. Ithaca: Cornell University Press. 
Streeck, W. (1994) ‘Pay Restraint Without Incomes Policy: Institutionalized Monetarism 

and Industrial Unionism in Germany’, in R. Dore, R. Boyer and Z. Mars (eds) The 

Return to Incomes Policy. London: Pinter. 
Streeck, W. (1991) ‘More Uncertainties: German Unions Facing 1992’, Industrial 

Relations, 30(3): 317-49. 

Streeck, W. and Thelen, K. (2005) ‘Introduction: Institutional Change in Advanced 
Political Economies’, in W. Streeck and K. Thelen (eds), Beyond Continuity: 

Institutional Change in Advanced Political Economies. Oxford and New York: 
Oxford University Press. 

Streeck, W. and Rehder, B. (2003) ‘Der Flächentarifvertrag: Krise, Stabilität und Wandel’, 
Industrielle Beziehungen, 10(3): 341-62. 

Stumpf-Fekete, M. (2001) ‘Mitbestimmung bei Investitionsentscheidungen. Fallstudien in 
Deutschen Multinationalen Konzernen’, Industrielle Beziehungen, 8(4): 430-44. 

Stumpfe, W. (1996) ‘Ansätze zu einer neuen Tarifpolitik’, talk held at the ‘Unternehmertag 
1996’ on March 20, Duisburg. Kindly provided by Gesamtmetall. 

Süddeutsche Zeitung (1997) ‘Siemens übernimmt Kraftwerkstechnik von Westinghouse’, 
15 Nov. 

Swenson, P. (1989) Fair Shares. Unions, Pay, and Politics in Sweden and West Germany. 
London: Adamantine Press. 

Swenson, P. and Pontusson, J. (2000) ‘The Swedish Employer Offensive against 
Centralized Wage Bargaining’, in T. Iverson, J. Pontusson and D. Soskice (eds), 
Unions, Employers, and Central Banks: Wage Bargaining and Macro-Economic 
Regimes in an Integrating Europe. New York: Cambridge University Press. 

Tagesspiegel (1997) ‘Siemens Stärkt Medizintechnik’, 4 Okt. 
Tavares de Almeida, M.H. (1996) Crise Econômica e Interesses Organizados: O 

Sindicalismo no Brasil dos Anos 80. São Paulo: Universidade de São Paulo. 
The Guardian (2003) ‘Locked-in strike-breakers at US owned Federal Mogul foil German 

strike’, 21 June. 
Thelen, K. (2000) ‘Why German Employers Cannot Bring Themselves to Dismantle the 

German Model’, in T. Iversen, J. Pontusson and D. Soskice (eds) Unions, 

Employers, and Central Banks: Wage Bargaining and Macro-Economic Regimes in 
an Integrating Europe. New York: Cambridge University Press. 

Thelen, K. (1991) Union of Parts: Labor Politics in Postwar Germany. Ithaca: Cornell 
University Press. 

Thelen, K. and Kume, I. (1999) ‘The Effects of Globalization on Labor Revisited:  Lessons 
from Germany and Japan’, Politics and Society, 27(4): 477-505. 



 227 

Thelen, K. and van Wijnbergen, Ch. (2003) ‘The Paradox of Globalization: Labor 
Relations in Germany and Beyond’, Comparative Political Studies, 36(8): 859-80. 

Traxler, F., Blaschke, S. and Kittel, B. (2001) National Labour Relations in 
Internationalized Markets. A Comparative Study of Institutions, Change and 

Performance. Oxford: Oxford University Press. 
Trópia, P.V. (2002) “A adesão da Força Sindical ao neoliberalismo”, Idéias, 9(1): 155-202. 
Turner, L. (1998) Fighting for Partnership: Labor Politics in United Germany. Ithaca and 

London: Cornell University Press. 

UNCTAD (2001) World Investment Report: Promoting Linkages. New York: United 
Nations. 

UNCTAD (2000) FDI Determinants and TNCs Stategies: The Case of Brazil. New York, 
Geneva: United Nations. 

Underhill, G.R.D. (2001) ‘States, Markets and Governance. Private Interests, the Public 
Good, and the Democratic Process’, Inaugural Lecture. Amsterdam: Vossiuspers 
UvA. 

Van der Meer, M., de Boer, R., Houwing, H., Kahancová, M., Raess, D. and Visser, J. 
(2004) The Impact of Globalisation on Industrial Relations in Multinationals in the 
Netherlands. Stichting FNV Pers. 

Vernon, R. (1987) ‘International Investment and International Trade in the Product Cycle’, 
in J.A. Frieden and D. Lake (eds) International Political Economy: Perspectives on 

Global Power and Wealth. New York: St. Martin’s Press. 
Visser, J. and van Ruysseveldt, J. (1996) ‘Robust corporatism, still? Industrial relations in 

Germany’, in J. Van Ruysseveldt and J. Visser (eds), Industrial Relations in 

Europe: Traditions and Transitions. London: Sage. 
Volkmann, G. (1989) ‘EG-Binnenmarkt 1992 – Standortdiskussion, Europastrategien der 

Unternehmen und Arbeitnehmerinteressen‘, WSI-Mitteilungen, 10: 543-9. 

Völkl, M. (1998) ‘Krise des Flächentarifvertrages und Integrationsfähigkeit von 
Arbeitgeberverbänden. Empirische Untersuchungen am Beispiel zweier 
mittelständischer baden-württembergischer Branchen’, Industrielle Beziehungen, 
5(2): 165-92. 

Wallerstein, M. (1998) ‘The Impact of Economic Integration on European Wage-Setting 
Institutions’, in B. Eichengreen and J. Frieden (eds) Forging an Integrated Europe. 
Ann Arbor: University of Michigan Press. 

Wallerstein, M., Golden, M. and Lange, P. (1997) ‘Unions, Employers’ Associations, and 
Wage-Setting Institutions in Northern and Central Europe, 1950-1992’, Industrial 

and Labor Relations Review, 50(3): 379-401. 
WDR (2004) ‘Dammbruch bei Siemens’, 24 June. 

www.wdr.de/themen/wirtschaft/wirtschaftsbranche/siemens/interview/interview.jht
ml 



 228 

Weiss, M. and Schmidt, M. (2000) Labor Law and Industrial Relations in Germany. The 
Hague: Kluwer Law International. 

Western, B. (1997) Between Class and Market: Postwar Unionization in the Capitalist 
Democracies. Princeton: Princeton University Press. 

Westfalenpost (1999), 1 March. www.vkl.de/tarif_gegengewicht.shtml#disput 
Wood, A. (1994) North-South Trade, Employment and Inequality. Oxford: Clarendon 

Press. 
WSI (1995) ‘Tarifbewegung, Tarifrunde 1995: Metallindustrie West’, WSI-Tarifarchiv. 

Zagelmeyer, S. (2002) ‘Über den Wolken, wo der Wettbewerb (fast) grenzenlos ist: 
Westeuropäische Fluggesellschaften zwischen Konzessionsverhandlungen und 
neuem Sozialkontrakt’, in H. Seifert (ed.) Betriebliche Bündnisse für Arbeit. Berlin: 
Sigma. 

Zugehör, R. (2003) Die Zukunft des rheinischen Kapitalismus. Unternehmen zwischen 
Kapitalmarkt und Mitbestimmung. Opladen: Leske + Budrich. 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 

 



 229 

Samenvatting (Summary in Dutch) 
 
De Verborgen Politieke Economie van Globalisering: 
De Transformatie van de Arbeidsverhoudingen in Duitsland en Brazilië 

 
Na meer dan een decennium publieke en academische obsessie met globalisering 

bestaat er verdeeldheid over de vraag of het proces van economische globalisering de 
arbeidsverhoudingen ondermijnt, juist mogelijkheden biedt, of dat het proces geen effect 
heeft op hoe arbeid zich organiseert. Meer recente bijdragen aan de discussie wijzen verder 
op omstandigheden die de mogelijke effecten van globalisering ‘filteren’. Al met al zorgt 
dit voor een genuanceerd beeld over het fenomeen globalisering. 

Het merendeel van het empirisch onderzoek naar globalisering richt zich echter op 
handel en buitenlandse directe investeringen (BDI) als daadwerkelijke stromen in plaats 
van de openheid van een economie ten opzichte van deze stromen - mogelijk gemaakt door 
veranderingen in technologie, infrastructuur, markt- en beleidsontwikkelingen. Hierdoor 
wordt grotendeels over het hoofd gezien hoe concurrentie en ‘exit’ als dreigement in 
onderhandelingen een rol kunnen spelen in de arbeidsverhoudingen, ook al vinden deze 
handels- en investeringenstromen niet daadwerkelijk plaats. Belangrijker nog, de literatuur 
bestudeert met name de directe verbanden tussen arbeidshoudingen en globalisering, 
zonder hierbij te kijken naar hoe globalisering de organisatie van arbeid indirect zou 
kunnen beïnvloeden door de veranderende manier waarop werkgevers met elkaar omgaan. 

Deze beschouwingen roepen belangrijke empirische vragen op over de manier 
waarop globalisering de arbeidsverhoudingen beïnvloedt. Hierover gaat deze dissertatie. 

De algemene vraag is hoe de verschillende componenten van economische globalisering – 
handelsstromen en buitenlandse directe investeringen evenals de openheid ten opzichte van 
deze stromen – de verschillende niveaus van de arbeidsverhoudingen en arbeidsorganisatie 
beïnvloeden. Wat zijn bijvoorbeeld de effecten van toegenomen handels- en 

investeringsstromen, en de openheid van een economie, voor ondernemingsraden en 
vakbondsonderhandelingen, alsmede de centrale loononderhandelingen? Leidt 
globalisering tot een verminderde, toegenomen, of ongewijzigde steun van vakbonden voor 
onderhandelingen op bedrijfstakniveau, of zijn er indirecte effecten van globalisering 
waarneembaar op de bonden door de manier waarop werkgevers omgaan met 
centralisering? Wat is de relatie tussen daadwerkelijke (‘exit’) en gedreigde (‘voice’) BDI 
en handelscompetitie voor de onderhandelingen in ondernemingsraden? En wordt de mate 
en het effect van het dreigement (‘voice’) in onderhandelingen, beïnvloedt door de mate 
van daadwerkelijke ‘exit’ in het verleden? Dit zijn vrij fundamentele maar tot nu toe 
minder bestudeerde empirische vragen die van groot belang zijn voor de toekomst van de 
arbeidsverhoudingen. 
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Deze dissertatie beantwoordt deze en andere vragen door zich te richten op 
ontwikkelingen in de arbeidsverhoudingen in Duitsland en Brazilië. Het overkoepelende 
argument is dat de zogeheten ‘verborgen gezichten’ van economische globalisering – want 
minder zichtbaar en dus minder bestudeert – een sterk en veelal beperkend effect heeft op 
de arbeidsorganisatie; een sterker effect dan die normaalgesproken wordt gesuggereerd in 
de vergelijkende politicologie, maar een ander effect dan het merendeel van de literatuur 
over globalisering ons vertelt. De effecten van globalisering verschillen substantieel tussen 
de verschillende niveaus van arbeidsverhoudingen en arbeidsorganisatie. En in 

tegenstelling tot de meeste verwachtingen in de politieke economie werken de ‘verborgen 
gezichten’ van economische globalisering op een vergelijkbare manier uit in 
ontwikkelings- en ontwikkelde economieën. 

Meer specifiek ondersteunt deze dissertatie zes beweringen. Allereerst, de effecten 

van economische globalisering werken verschillend uit op de verschillende niveaus van 
arbeidsorganisatie (ondernemingsraden versus bonden), waarbij het aannemelijk wordt 
gemaakt dat het met name de ondernemingsraden zijn die worden beïnvloed. Dit komt met 
name door het feit dat ondernemingsraden verschillen van vakbonden in het niveau van 
representatie (dichter bij het bedrijf), het takenpakket (werkgelegenheidsbeleid en andere 
niet-loon gerelateerde zaken) en in hun rol (de wettelijke plicht tot samenwerking). 

Ten tweede, toegenomen handels- en investeringsstromen (dwz. meer ‘exit’ of 
toegenomen globalisering) gaan veelal samen met grotere concessies van de kant van 
arbeid op zowel ondernemingsniveau als op vakbondsniveau. Dit effect op arbeid is sterker 
als niet alleen de handels- en investeringstromen, maar ook de openheid ten opzicht van 
deze stromen in de analyse wordt meegenomen. 

Ten derde, concessies van de kant van arbeid ingegeven door mobiliteit van 
binnenlands kapitaal (‘capital mobility’) zijn een manifestatie van de toegenomen 
intensiteit van internationale concurrentie eerder dan, of naast, de toegenomen 

binnenlandse concurrentie. 
Ten vierde, economische globalisering beïnvloedt de arbeidsorganisatie indirect 

doordat het de kloof vergroot tussen grote en kleinere bedrijven en doordat 
werkgeversorganisaties strategieën ontwikkelen om de onderhandelingen op 
bedrijfstakniveau aan te passen aan de toenemende diversiteit van de belangen van de 
individuele leden. 

Ten vijfde, de sectorprofielen en ideeën van vakbondsvertegenwoordigers 

beïnvloeden de relatie tussen economische globalisering en loononderhandeling. 
Vakbonden in sectoren met een comparatief nadeel (dwz. sectoren met relatief hogere netto 
importen in verhouding tot sector productie/omzet) dan wel voordeel zijn meer (minder) 
geneigd loonmatiging te ondersteunen (strijdvaardigheid). Naast de directe effecten van 

globalisering en comparatieve voor- of nadelen, beïnvloedt de vakbondsideologie de 
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intensiteit van deze effecten: de aanwezigheid van een ‘koopkracht’ ideologie vermindert 
de mate waarin toegenomen globalisering en comparatief nadeel loonmatiging stimuleren. 

Als laatste, beweert deze studie ook dat ‘exit’ en ‘voice’ strategieën elkaar 
wederzijds beïnvloeden op bedrijfsniveau, waarbij aan de ene kant daadwerkelijke ‘exit’ 
uit het verleden, de geloofwaardigheid van ‘voice’ van werkgevers versterkt. Aan de 
andere kant is ‘voice’ het sterkst, als er twijfel bestaat over een toekomstige ‘exit’. 

In deze studie representeert Duitsland een ‘meest onwaarschijnlijke’ casus 
consistent met een al lang bestaand maar vaak verworpen perspectief op globalisering en 

arbeidsverhoudingen. Het Duits ‘Sociale Kapitalisme’, gekenmerkt door een genereuze 
welvaartstaat, uitgebreide medezeggenschapsrechten voor werknemers in de economie, en 
welbekend om de combinatie van efficiëntie en gelijkheid, belichaamt mogelijkerwijs een 
meer humane weg voor het navigeren in de wereldeconomie. Om de externe validiteit van 

de Duitse casus nader te bepalen, wordt ook Brazilië behandelt, alhoewel gebaseerd op 
minder uitgebreid veldwerk. Brazilië is ‘meest verschillend’ als het gaat om economische 
ontwikkeling, geografische locatie, geschiedenis en arbeidsinstituties. De vergelijking 
tussen deze twee landen biedt daarom een goede test voor de vraag of dezelfde verklarende 
variabelen dezelfde uitkomsten genereren in verschillende contexten. 

Hoofdstuk Twee biedt een overzicht van de verschillende stellingen, op basis van de 
tekortkomingen in de huidige literatuur over globalisering en arbeidsverhoudingen. 
Hoofdstuk Drie, Hoofdstuk Vier en Hoofdstuk Vijf behandelen respectievelijk de relatie 
tussen internationale economische openheid en de onderhandelingen in 
ondernemingsraden, de loon onderhandelingen op bedrijfstakniveau en de instituut van 
centrale onderhandelingen. De focus van deze hoofdstukken is met name op de 
metaalindustrie, maar er zal ook naar andere sectoren verwezen worden. 

Een analyse als onderhavige naar de indirecte en minder zichtbare ‘gezichten’ van 
globalisering en de arbeidsorganisatie, hun interconnectie, en de vergelijking tussen 

Duitsland en Brazilië maakt duidelijk dat er nog veel te leren valt over de uitdagingen van 
de verdiepende economische integratie op sociale modellen in zowel de ontwikkelde als in 
de ontwikkelingswereld. 
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Zusammenfassung (Summary in German) 
 

Die Verborgene Politische Ökonomie der Globalisierung: 
Die Transformation von Industrielle Beziehungen in Deutschland und Brasilien 

 
Seit mehr als einem Jahrzehnt sind sowohl die Öffentlichkeit wie auch die 

Wissenschaft von dem Phänomen der Globalisierung besessen. Gleichzeitig bleiben die 
Meinungen darüber, wie die Globalisierung der Wirtschaft industrielle Beziehungen 
beeinflusst, geteilt. Schwächt sie die Position der organisierten Arbeitnehmerschaft, stärkt 
sie sie, oder hat sie kaum Auswirkungen, weder in die eine noch in die andere Richtung? 
Neuere wissenschaftliche Beiträge zeigen zudem, dass diese Auswirkungen durch andere 
Faktoren ‚gefiltert’ werden. Kurz gesagt, die bestehende Literatur zeigt uns zu dieser Frage 
ein nuanciertes Bild. 

Die meisten empirischen Arbeiten konzentrieren sich allerdings auf existierende 
Handels- und Direktinvestitionsströme und nicht auf die Offenheit von Volkswirtschaften 
für solche Ströme als Resultat von Entwicklungen auf dem Gebiet der Technologie, der 
Infrastruktur, in der Politik und in den Märkten selbst. Damit ignorieren sie wie allein die 
Androhungen von Marktaustritt sowie Wettbewerb – ob imaginär oder wirklich existent – 
industrielle Beziehungen beeinflussen können, ohne dass Waren- oder 
Direktinvestitionsströme je sichtbar werden. Noch entscheidender ist, dass die bestehende 
Literatur dazu neigt, sich auf direkte Verbindungen zwischen Maßstäben für 
Globalisierung und Auswirkungen für die organisierte Arbeiterschaft zu konzentrieren. 
Dabei übersieht sie oft, wie die Globalisierung sich indirekt auswirkt – zum Beispiel 

vermittelt durch neue Interaktionsmuster zwischen Arbeitgebern. 
Diese Überlegungen werfen wichtige empirische Fragen über die Konsequenzen 

von Globalisierung auf industrielle Beziehungen auf die die vorliegende Arbeit zu 
beantworten versucht. Allgemein gesprochen, wie (wenn überhaupt) wirken sich die 

verschiedenen Aspekte wirtschaftlicher Globalisierung – Handels- und 
Direktinvestitionsströme sowie die Offenheit gegenüber solchen Strömen – auf 
verschiedene Komponenten der industriellen Beziehungen und die Organisationsebenen 
von Arbeitnehmern aus? Was sind zum Beispiel die Konsequenzen von größeren Handels- 
und Direktinvestitionsströmen und größerer Offenheit für Verhandlungen sowohl auf 
Betriebsratsebene wie über Gewerkschaften, einschließlich der Flächentarifverträge? Führt 
die Globalisierung zu mehr, weniger oder unveränderter Unterstützung von Arbeitnehmern 
für Flächentarifverträge, und spielt es dabei eine Rolle, wie Teile der Arbeitgeber sich 
selbst gegenüber Flächentarifverträgen positionieren? Was ist das Verhältnis zwischen 
tatsächlichem (‚exit’) und angedrohtem (‚voice’) Handels- und 
Direktinvestitionswettbewerb in Verhandlungen auf Betriebsratsebene? Und werden 
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Niveau und Gewicht solcher ‚voice’ von Erfahrungen mit ‚exits’ in der Vergangenheit 
beeinflusst? Diese grundsätzlichen Fragen sind trotz ihrer Bedeutung für die Zukunft von 
industriellen Beziehungen bislang kaum empirisch untersucht. 

Diese Doktorarbeit beantwortet diese und andere Fragen durch eine Untersuchung 
der Entwicklungen in Deutschland und Brasilien. Allgemein gesprochen behauptet sie, 
dass eine Fokussierung der ‚verborgenen’ (und daher indirekten und weniger erforschten) 
Seiten wirtschaftlicher Globalisierung einschränkende Auswirkungen auf die organisierte 
Arbeitnehmerschaft nahe legt. Diese Auswirkungen sind stärker als im Großteil der 

vergleichenden Literatur behauptet wird, und von anderer Natur als aus den meisten 
Studien zur Globalisierung hervorgeht. Gleichzeitig variieren sie grundlegend zwischen 
den verschiedenen Komponenten von industriellen Beziehungen und Organisationsebenen 
von Arbeitnehmern. Im Gegensatz zu den vorherrschenden Erwartungen in der politischen 

Ökonomie zeigt die vorliegende Studie, dass die ‚verborgenen’ Seiten der Globalisierung 
sich in Entwicklungsländern ähnlich niederschlagen wie in Industrieländern. 

Diese Studie stellt sechs empirisch unterbaute Behauptungen auf: Erstens 
unterscheiden sich Auswirkungen wirtschaftlicher Globalisierung je nach 
Organisationsniveau von Arbeitnehmern (Betriebsräte verglichen mit Gewerkschaften), 
wobei die Auswirkungen auf Betriebsratsebene relativ gravierender sind. Das hat damit zu 
tun, dass Betriebsräte im Vergleich zu Gewerkschaften ‚näher’ an der Produktionseinheit 
sind, andere Aufgabenbereiche abdecken (lohnunabhängige Aspekte der 
Arbeitsbeziehung), und eine andere Rolle spielen (gesetzliche Verpflichtung zur 
Zusammenarbeit mit Arbeitgebern). 

Zweitens gehen größere Handels- und Direktinvestitionsströme (d.h., mehr ‚exit’ 
oder ein höheres Maß an Globalisierung) oft Hand in Hand mit größeren Zugeständnissen 
von Arbeitnehmern sowohl auf Betriebsrats- wie auch auf Gewerkschaftsebene. Wird 
neben den tatsächlichen Strömen auch die Offenheit gegenüber solchen Strömen 

berücksichtigt, zeigen sich noch stärkere Auswirkungen für die organisierte 
Arbeitnehmerschaft. 

Drittens sind Zugeständnisse von Arbeitnehmerseite aufgrund von größerer 
nationaler Kapitalmobilität eher eine Konsequenz von verstärktem internationalem als von 
verstärktem nationalen Wettbewerb. 

Viertens schlägt sich Globalisierung für Arbeitnehmer in der Art und Weise nieder, 
in der sie die Spaltung zwischen großen und kleinen Firmen vorantreibt und in der 

Arbeitgeberorganisationen Strategien entwickeln, um die Institution des 
Flächentarifvertrages der gewachsenen Interessenpluralität ihrer Mitglieder anzupassen. 

Fünftens wird der Zusammenhang von wirtschaftlicher Globalisierung und 
Lohnverhandlungen durch das Profil des jeweiligen Sektors und die Vorstellungen von 

Arbeitnehmervertretern ‚gefiltert’. Gewerkschaften in Industriezweigen mit einem 
vergleichsweisem Nachteil (‚comparative disadvantage’, d.h., höhere Nettoimporte relativ 
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zu nationaler Produktion oder Absatz in dem Industriezweig) neigen eher zu 
Lohnzurückhaltung; im Falle eines vergleichsweisen Vorteils (‚comparative advantage’) 
gilt das Gegenteil. Die direkten Auswirkungen von dem jeweiligen Grad an Globalisierung 
und dem vergleichsweisen Nachteil werden ‚gefiltert’ durch die vorherrschende 
Gewerkschaftsideologie: eine ‚Kaufkraft’-Ideologie vermindert das Maß, in dem ‚mehr’ 
Globalisierung oder ein vergleichsweiser Nachteil die Lohnzurückhaltung der 
Gewerkschaften verstärkt. 

Schließlich zeigt die vorliegende Studie, wie ‚exit’ und ‚voice’ auf der 

Betriebsebene zusammenspielen. ‚Exits’ in der Vergangenheit stärken die Glaubwürdigkeit 
neuer Drohungen (‚voice’). Gleichzeitig kann ‚voice’ gerade dann prominent eingesetzt 
werden wenn eine zukünftiger ‚exit’ zweifelhaft ist. 

Die deutsche Soziale Marktwirtschaft – gekennzeichnet durch einen generösen 

Wohlfahrtsstaat, Mitbestimmung für Arbeitnehmer und einer Kombination von effizienter 
Produktion und Gerechtigkeit – könnte eine menschlichere Art verkörpern, mit den 
Herausforderungen der Weltwirtschaft umzugehen. Um die Generalisierbarkeit der 
Ergebnisse der Deutschlandstudie zu testen, präsentiert diese Arbeit die Ergebnisse von 
(weniger detaillierter) Feldforschung in Brasilien. Dieser Fall kontrastiert mit dem 
deutschen in puncto wirtschaftlicher Entwicklung, geographischer Lage, und Geschichte. 
So kann getestet werden, ob dieselben erklärenden Variablen ähnliche Ergebnisse 
generieren. 

Das zweite Kapitel präsentiert eine Übersicht der verschiedenen Behauptungen im 
Lichte der Lücken in der existierenden Literatur zur Globalisierung und zu industriellen 
Beziehungen. Die drei empirischen Kapitel wenden sich dem Verhältnis von 
internationaler Offenheit und Verhandlungen auf Betriebsratsebene (Kapitel 3), 
Verhandlungen auf Industrieebene durch Gewerkschaften (Kapitel 4) und der Institution 
des Flächentarifvertrages (Kapitel 5) zu. Der Fokus liegt dabei auf der Metallindustrie, 

aber auch andere Industriezweige werden untersucht. 
Durch eine Analyse dieser indirekten, weniger sichtbaren Seiten von 

Globalisierung, der Organisation von Arbeitnehmern und den Zusammenhängen zwischen 
beiden zeigen der deutsche und der brasilianische Fall, dass es bis zu einem vollen 
Verständnis der Herausforderungen die die fortschreitende Integration der Weltwirtschaft 
für nationale Sozialstaatsmodelle darstellt noch ein weiter Weg ist. 

 

 
 
 
 

 
 


